Division of TennCare
September 2021

KATHERINE J. STICKEL, CPA, CGFM
Director
STATE AGENCY AUDITS
KANDI B. THOMAS, CPA, CFE, CGFM, CGMA
Assistant Director

INFORMATION SYSTEMS
BRENT L. RUMBLEY, CPA, CISA, CFE
Assistant Director

LINDSEY STADTERMAN, CFE
JENNIFER WHITSEL, CPA, CFE, CGMA
Audit Managers

JEFF WHITE, CPA, CISA
Audit Manager

Jaclyn Clute
Angie Glore, CFE
In-Charge Auditors

Andrew Bullard, CISA
In-Charge Auditor

Amanda Cain, CFE
Savanna Collie
Chris Colvard
Rachel Crocker
Lauren Floyd
Grace Langeland, CFE
Eric LeVan, CPA
Fallon Richards
Staff Auditors

Eric Crawford, CPA
Staff Auditor

Amy Brack
Editor
Amanda Adams
Assistant Editor

Comptroller of the Treasury, Division of State Audit
Cordell Hull Building
425 Rep. John Lewis Way N.
Nashville, TN 37243
(615) 401-7897
Reports are available at
comptroller.tn.gov/office-functions/state-audit.html
Mission Statement
The mission of the Comptroller’s Office is
to make government work better.
Comptroller Website
comptroller.tn.gov

September 14, 2021
The Honorable Randy McNally
Speaker of the Senate
The Honorable Cameron Sexton
Speaker of the House of Representatives
The Honorable Kerry Roberts, Chair
Senate Committee on Government Operations
The Honorable John D. Ragan, Chair
House Committee on Government Operations
and
Members of the General Assembly
State Capitol
Nashville, Tennessee 37243
and
Mr. Stephen M. Smith, Deputy Commissioner
Division of TennCare
310 Great Circle Road
Nashville, Tennessee 37243
Ladies and Gentlemen:
We have conducted a performance audit of selected programs and activities of the Division of
TennCare for the period July 1, 2019, through May 31, 2021. This audit was conducted pursuant to
the requirements of the Tennessee Governmental Entity Review Law, Section 4-29-111, Tennessee
Code Annotated.
Although our audit did not disclose any findings, we disclosed in the Audit Conclusions section
of this report certain observations and emerging issues that impact the division’s mission.
This report is intended to aid the Joint Government Operations Committee in its review to
determine whether the division should be continued, restructured, or terminated.
Sincerely,

Katherine J. Stickel, CPA, CGFM, Director
Division of State Audit
KJS/jw
21/043

Division of State Audit

Division of TennCare
Performance Audit
September 2021

Our mission is to make government work better.

AUDIT HIGHLIGHTS
Division of TennCare’s Mission
Improving lives through high-quality, costeffective care.

Audit Scope:
July 1, 2019, through May 31, 2021
Scheduled Termination Date:
June 30, 2022

KEY CONCLUSIONS

FINDINGS
There are no current findings. The current audit disclosed that management deferred actions
relating to the following prior audit findings due to the COVID-19 pandemic; therefore, we are
deferring our follow-up work until the next performance audit.
2018 Performance Audit Report


TennCare could not provide sufficient documentation to support actual cost savings,
did not set clear vendor contract expectations, and did not fully document and
implement a formal monitoring plan, which calls into question whether the episodes of
care strategy is positively changing the way healthcare is provided in Tennessee.

Due to the pandemic, management waived risk-sharing payments for providers, which could have
negatively impacted TennCare providers’ revenues.
2020 Special Project – Division of TennCare’s Redetermination Process and the Impact on
Children’s Enrollment


The Division of TennCare denied two child members for CoverKids for having other
insurance, even though the members’ applications indicated they did not have other
insurance.



The Division of TennCare did not take final administrative action on 1 eligibility appeal
within 90 days; as a result, 1 child member inappropriately lost TennCare coverage for
over a year.

According to the requirements in the federal Families First Coronavirus Response Act, division
management could not terminate members who were enrolled as of March 18, 2020 (the beginning
of the public health emergency) until the federal government ends the public health emergency.1
The following observations and emerging issues are included in this report because of their effect
on the operations of the Division of TennCare and the citizens of Tennessee.

OBSERVATIONS
Implementation of Telehealth Services During the Pandemic
 Division management should continue their efforts to obtain reliable telehealth claims
data to monitor and track the utilization of telehealth services (see page 12).
Opioid Epidemic Improvement and Potential Pandemic-Related Opioid Setbacks
 Division management and the managed care organizations increased their
Buprenorphine Enhanced Supportive Medication Assisted Recovery and Treatment
(BESMART) provider network (see page 18).
TennCare System Modernization: Timeline and Budget
 Project Iris status update (see page 26).
Preventing Improper Payments for Personal Care Visits
 BlueCare’s electronic visit verification system allowed personal care providers to
override a system control, resulting in BlueCare paying unsupported claims (see page
32).

EMERGING ISSUES
Potential Impacts After Katie Beckett
 Children who age out of the Katie Beckett program at their 18th birthday will lose
services unless they qualify for services through adult programs (see page 9).
Opioid Epidemic Improvement and Potential Pandemic-Related Opioid Setbacks
 While TennCare members’ neonatal abstinence syndrome birth rates decreased in
2017, 2018, and 2019, division management expects an increase in neonatal abstinence
syndrome births in 2020 due to the COVID-19 pandemic (see page 17).
Management’s Preparation For Statewide Member Eligibility Renewals
 Once the public health emergency ends, Division of TennCare management will
implement the established plan to renew members’ eligibility (see page 21).

1

For information about the federal public health emergency, see page 19.
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INTRODUCTION

AUDIT AUTHORITY
This performance audit of the Division of TennCare was conducted pursuant to the
Tennessee Governmental Entity Review Law, Title 4, Chapter 29, Tennessee Code Annotated.
Under Section 4-29-243, the division is scheduled to terminate June 30, 2022. The Comptroller
of the Treasury is authorized under Section 4-29-111 to conduct a limited program review audit of
the agency and to report to the Joint Government Operations Committee of the General Assembly.
This audit is intended to aid the committee in determining whether the division should be
continued, restructured, or terminated.

BACKGROUND
Originally housed under the Tennessee Department of Health, effective October 19, 1999,
Govenor Sundquist transferred the Division of TennCare to the Tennessee Department of Finance
and Administration (F&A). Although the Division of TennCare is part of F&A’s organization, the
division operates as a separate entity. The Division of TennCare has an annual budget of
approximately $13.1 billion, which, in fiscal year 2021, was 32% of the state’s budget (see Figure
1). The division’s primary responsibility is to operate the TennCare program, the state’s Medicaid
program, which provides health coverage to approximately 1.5 million Tennesseans.
Figure 1
Tennessee State Budget
Fiscal Year 2021

Source: Tennessee State Budget for fiscal year 2020–2021.

Authorized by Title XIX of the Social Security Act, President Lyndon Johnson signed
Medicaid into law in 1965. All states, the District of Columbia, and U.S. territories have federally

1

regulated Medicaid programs, and each state administers the program differently according to their
needs. The TennCare program is a Medicaid waiver, sometimes known as a demonstration project.
According to Section 1115 and Section 2107 of the Social Security Act, the Secretary of Health
and Human Services can approve experimental, pilot, or demonstration projects that promote the
objectives of the Medicaid program. Under this authority, the Secretary may waive certain
provisions of the Medicaid law to give states additional flexibility to design and improve their
programs. TennCare’s previous waiver, TennCare II, was set to expire on June 30, 2021. In
accordance with state law, in 2019 TennCare management submitted an amendment to the
TennCare II waiver to provide Medicaid services in Tennessee by means of a block grant. In
January 2021, the Centers for Medicare and Medicaid Services (CMS) elected to approve
TennCare’s proposal as a new Section 1115 waiver, called TennCare III, rather than extend the
TennCare II waiver. CMS approved TennCare III on January 8, 2021, and the Tennessee General
Assembly voted to authorize the waiver the following week.
Led by the Deputy Commissioner,2 the Division of TennCare is composed of different
operational units to meet the mission of “improving lives through high-quality, cost-effective care”
and to fulfill the vision of a healthier Tennessee. See Appendix 2 and Appendix 3 for the
division’s organizational description and chart.
The TennCare program, funded on both the federal and state level, provides health
insurance coverage to certain groups of low-income individuals, such as pregnant women,
children, caretaker relatives of dependent children and older adults, and adults with disabilities.
The Division of TennCare is also responsible for administering the CoverKids program,
Tennessee’s Children’s Health Insurance Program, another federally funded program that provides
health coverage to eligible children who do not have access to other insurance, including Medicaid.
As shown in Appendix 2, the division receives assistance from numerous state agencies to help
administer TennCare.
Under the TennCare program model, the state operates Medicaid through a managed care
system, a health care delivery system where entities manage healthcare costs, service utilization,
and service quality through contracts with managed care organizations (MCOs). In order to
manage and coordinate care and maintain a network of healthcare providers, including long-term
care, for TennCare members, division management contracts with the following three MCOs and
three third-party administrators:
MCOs

2



Amerigroup



BlueCare (part of BlueCross BlueShield of Tennessee)



UnitedHealthcare Community Plan

The Deputy Commissioner is also known as the Director of TennCare.
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Third-Party Administrators


TennCare Select (part of BlueCross BlueShield of Tennessee)



OptumRx (pharmacy services)



DentaQuest (dental services for TennCare children under age 21 and CoverKids
children)

The division’s MCOs are “at risk,” which means the MCOs are responsible for paying all claims
for services provided to TennCare members. The division pays the MCO a monthly fee, called a
capitation payment, for members assigned to the MCO. Third-party administrators are non-risk
or partial risk-bearing administrators of, or claims processors for, health plans, and division
management carries the risk of financial loss for the claims the third-party administrators pay.
Single Audit
As part of the annual Single Audit of the State of Tennessee, the Comptroller of the
Treasury’s Division of State Audit performs a risk assessment and audits certain federal programs
administered by state agencies in accordance with Title 2, Code of Federal Regulations, Section
200, Part 500, et seq. As part of each year’s Single Audit, we review the division’s systems of
internal control over the TennCare program, and we also review the division’s compliance with
federal regulations. For the 2020 Single Audit, we audited the Medical Assistance and Children’s
Health Insurance programs. We present the division’s federal expenditures in Table 9 in
Appendix 4.
In response to 2020 Single Audit findings and recommendations, division management
must develop corrective action plans to submit to CMS, the federal agency that oversees the
TennCare program. CMS is responsible for issuing final management decisions on the division’s
findings, including any directives to repay the federal grants. We present the number of division
management’s Single Audit findings for fiscal year 2020 in Table 1. For the complete list of
Single Audit findings, see Appendix 7.
Table 1
Division of TennCare Findings Reported in the 2020 Single Audit of the State of Tennessee
FINDINGS

TOTAL KNOWN QUESTIONED COSTS

1 Repeat

$111,402

1 New

$3,409

Our office is required to determine whether TennCare has taken full corrective action, partial
corrective action, or no action on Single Audit findings and recommendations, and we will include
this determination in our work for the 2021 Single Audit.
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AUDIT SCOPE
We have audited the Division of TennCare for the period July 1, 2019, through May 31,
2021. We focused on the effectiveness and efficiency of division management’s processes to
deliver services and to administer the program. Our audit scope included a review of internal
controls and compliance with laws, regulations, policies, procedures, and provisions of contracts
in the following areas:


Potential Impacts After Katie Beckett,



Implementation of Telehealth Services During the Pandemic,



Opioid Epidemic Improvement and Potential Pandemic-Related Opioid Setbacks,



Management’s Preparation for Statewide Member Eligibility Renewals,



Division’s Monitoring of TEDS and interChange Data Transfer,



Data Supporting TennCare Member Satisfaction,



TennCare System Modernization: Timeline and Budget,



Program Integrity,



Preventing Improper Payments for Personal Care Visits,



Removing Ineligible Members,



Medical Necessity and Medical Appeals, and



Management’s Corrective Action of Other Prior Audit Findings.

Division management is responsible for establishing and maintaining effective internal control and
for complying with applicable laws, regulations, policies, procedures, and provisions of contracts.
We provide further information on the scope of our assessment of internal control
significant to our audit objectives in Appendix 1. In compliance with generally accepted
government auditing standards, when internal control is significant within the context of our audit
objectives, we include in the audit report (1) the scope of our work on internal control and (2) any
deficiencies in internal control that are significant within the context of our audit objectives and
based upon the audit work we performed. We provide the scope of our work on internal control
in the detailed methodology of each audit section and in Appendix 1, and we identify any internal
control deficiencies significant to our audit objectives in our audit conclusions, findings, and
observations.
For our sample design, we used nonstatistical audit sampling, which was the most
appropriate and cost-effective method for concluding on our audit objectives. Based on our
professional judgment, review of authoritative sampling guidance, and careful consideration of
underlying statistical concepts, we believe that nonstatistical sampling provides sufficient
appropriate audit evidence to support the conclusions in our report. Although our sample results
4

provide reasonable bases for drawing conclusions, the errors identified in these samples cannot be
used to make statistically valid projections to the original populations. We present more detailed
information about our methodologies in the individual sections of this report.
We conducted our audit in accordance with generally accepted government auditing
standards. Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe that the evidence obtained provides a reasonable basis for our
findings and conclusions based on our audit objectives.

PRIOR AUDIT FINDINGS

REPORT OF ACTIONS TAKEN ON PRIOR AUDIT FINDINGS
Section 8-4-109(c), Tennessee Code Annotated, requires that each state department,
agency, or institution report to the Comptroller of the Treasury the action taken to implement the
recommendations in the prior audit report. The Division of TennCare’s prior performance audit
report was dated December 2018 and contained six findings. The division filed its follow-up report
with the Comptroller of the Treasury on June 7, 2019. We conducted a follow-up of the prior audit
findings as part of the current audit. We also conducted a special project report, dated February
2020, which contained two findings. The division filed its follow-up report with the Comptroller
of the Treasury on August 8, 2020.

RESOLVED AUDIT FINDINGS
The current audit disclosed that the division resolved the following audit findings from the
2018 performance audit report concerning


developing formal policies to track provider registration processing times;



recovering improper payments made on behalf of deceased, incarcerated, and duplicate
members;



establishing controls to prevent improper claims and to ensure that TennCare members
receive critical long-term care services;



detecting and terminating potentially ineligible providers; and



implementing information systems controls.

5

DEFERRED MANAGEMENT ACTION
The current audit disclosed that management deferred actions relating to the following
prior audit findings due to the COVID-19 pandemic; therefore, we are deferring our follow-up
work until the next performance audit.
2018 Performance Audit Report


TennCare could not provide sufficient documentation to support actual cost savings,
did not set clear vendor contract expectations, and did not fully document and
implement a formal monitoring plan, which calls into question whether the episodes of
care strategy is positively changing the way healthcare is provided in Tennessee.

Due to the pandemic, management waived risk-sharing payments for providers, which could have
negatively impacted TennCare providers’ revenues.
2020 Special Project – Division of TennCare’s Redetermination Process and the Impact on
Children’s Enrollment


The Division of TennCare denied two child members for CoverKids for having other
insurance, even though the members’ applications indicated they did not have other
insurance.



The Division of TennCare did not take final administrative action on 1 eligibility appeal
within 90 days; as a result, 1 child member inappropriately lost TennCare coverage for
over a year.

According to the requirements in the federal Families First Coronavirus Response Act, division
management could not terminate members who were enrolled as of March 18, 2020 (the beginning
of the public health emergency) until the federal government ends the public health emergency.3

3

For information about the federal public health emergency, see page 19.

6

Audit Conclusions

TennCare Service Delivery

POTENTIAL IMPACTS AFTER KATIE BECKETT
Federal Enactment and Tennessee’s Implementation
The Katie Beckett program was enacted as a provision of the federal Tax Equity and Fiscal
Responsibility Act of 1982 and is a Medicaid waiver4 for home-based Medicaid services for
children under 18.5 To use Medicaid dollars for the Katie Beckett program, states must obtain
approval from CMS to extend Medicaid coverage to certain children with disabilities who live at
home. Specifically, the Katie Beckett program serves children with disabilities and complex
medical needs. According to division management, the program provides children with support
and other services, while letting the children live in their own home rather than a hospital, facility,
or institution even if their parents’ income exceeds the Medicaid income threshold.
Division of TennCare management and the Department of Intellectual and Developmental
Disabilities (DIDD) designed and implemented the Katie Beckett program by gathering input from
parents, advocates, medical professionals, and community services providers; quickly updating the
eligibility determination system; and reaching out to the children and families interested in the
Katie Beckett program. In spring 2019, the General Assembly appropriated $77 million for the
Katie Beckett program ($27 million of which is state funded), which would serve an estimated
3,000 children. The division submitted the Katie Beckett program waiver request to CMS on
September 20, 2019, and CMS approved it on November 2, 2020. Division management began
accepting program applications on November 23, 2020. As of August 19, 2021, a total of 1,455
children have applied, and management has enrolled 892 children in the program.
Currently, the Division of TennCare and DIDD administer the state’s Katie Beckett
program.
Service and Benefit Plan Descriptions
Tennessee’s Katie Beckett program consists of three service parts based on a child’s needed
level of care. Federal and state dollars fund the benefit plans deemed as Parts A, B, and C. For a
description of the Katie Beckett eligibility process, see Appendix 5.
Part A
Children enrolled in Part A have the most complex medical or behavioral needs, are at
high risk of needing hospital care, or have other extraordinary daily living needs, but would rather
receive care at home. Children in Part A receive Medicaid benefits based on their medical and
behavioral health needs, such as

4

Katie Beckett is part of the Section 1115 waiver. See page 2 for a description of the waiver.
According to Understanding Medicaid Home and Community Services: A Primer (2010 Edition), published by the
U.S. Department of Health and Human Services’ Office of the Assistant Secretary for Planning and Evaluation, the
program was named after Katie Beckett, a child who had been hospitalized since infancy after contracting a viral
infection that affected her ability to breathe. The federal government created this program in order to reduce Medicaid
costs.
5
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Part A



home health services;



in-home nursing;



medical equipment and supplies;



occupational,
therapies; and



medical transportation.

physical,



and

speech





60 slots filled as of August 19,
2021, and management has
paused enrollment
Children through age 18
Children enrolled in Medicaid
State and federal funding

In addition, the child is eligible for wraparound services, such as respite6 or supportive home care
which allow the child to remain at home, but the cost of at-home care cannot exceed the cost to
care for the child in an institution. The child’s doctor must certify that the child can safely receive
care at home.
Part A had an estimate of 300 slots available. As of August 19, 2021, 60 slots were filled.
Division management stated there are currently no slots open until they determine if more Part A
slots can be allotted.
Part B
Part B is available to children with complex medical needs and disabilities but do not
qualify for care in a medical institution. Part B also
serves children that are waiting for a program slot in
Part B
Part A. An eligibility caseworker assigns children to
Part B on a first-come, first-served basis, and if no Part  Up to 2,700 slots available; 830
filled as of August 19, 2021
B slots are available when the child applies, the
 Children through age 18
eligibility caseworker places them on a waiting list.



DIDD-administered services
Covers children not enrolled in
Medicaid
State and federal funding

The Division of TennCare’s eligibility
caseworker does not enroll Part B children in 
Medicaid; instead, DIDD administers a flexible benefit
package for the children and their families that
provides up to $10,000 per year toward their care needs. Parents may use part of the funding to
pay for the child’s private insurance or to pay for services the child’s insurance does not cover.
Parents can also use the funds to pay for the medical and behavioral support services that children
enrolled in Part A receive.
Part C
If the household income of a child already enrolled in Medicaid disqualifies the child for
continued Medicaid eligibility, the child qualifies to enroll in Part A, and there is no Part A spot
available, division management will move the child to Part C. If the child remains eligible for Part
A, a child may remain on Part C until they receive a Part A slot or reach their 18th birthday.
Children enrolled in Part C have primary Medicaid physical and behavioral health benefits, but do
6

According to the division’s waiver, respite services are provided to an eligible person when their unpaid caregivers
are absent or need relief from routine caregiving responsibilities.
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not receive the additional wraparound services that children in Part A receive. As of August 19,
2021, division management has enrolled two children in Part C.
Audit Conclusions
1. Audit Objective:
Conclusion:

How many children has division management enrolled and served in the
Katie Beckett program?
As of August 19, 2021, the Katie Beckett program serves 892 children.

2. Audit Objective:

Does the state have health service options for Katie Beckett children who
reach their 18th birthday and age out of the program?

Conclusion:

Children who age out of the program at their 18th birthday will lose
services unless they qualify for services through an adult program. See
Emerging Issue 1.

Methodology to Achieve Objectives
To address our audit objectives, including gaining an understanding of the Katie Beckett
program and obtaining an understanding of and assessing management’s design and
implementation of internal control significant to our audit objectives, we met with the Division of
TennCare’s Assistant Commissioner/Chief of Long-Term Services and Supports (LTSS) and
Assistant Deputy Chief of LTSS. We obtained and reviewed federal and state documentation
related to the program’s requirements; documentation of the collaborations between the Division
of TennCare and DIDD with parents, advocates, medical professionals, and community services
providers surrounding the design of the program; and documentation of the outreach performed
for the children and families who were interested in the program. We also obtained and reviewed
information on enrollment numbers and any waiting lists that could impact the children enrolled
in the program.
Emerging Issue 1 – Children who age out of the Katie Beckett program at their 18th birthday will
lose services unless they qualify for services through adult programs
Children in the Katie Becket program, especially the children with the most complex
medical or behavioral needs who are at risk for institutionalization, may continue to need medical
and other wraparound services as adults. These services include home health services; in-home
nursing; medical equipment and supplies; occupational, physical, and speech therapies; and
medical transportation. Children enrolled in Part A may qualify for these services that allow them
to remain at home; similarly, children enrolled in Part B may use the $10,000 reimbursement
account to offset the cost of such services. At 18, these young adults will age out of the Katie
Beckett program and may lose access to these services unless they qualify for some level of support
services through other programs.

9

Because the Katie Beckett program is specifically for children and families who would not
otherwise qualify for Medicaid, they will have to start the process to find other service options to
meet their continuing needs. As of April 30, 2021, there are 63 children enrolled in the Katie
Beckett program who will turn 18 years old within the next 3 years. See Table 2.
Table 2
Children 15 to 18 Years of Age Enrolled in Katie Beckett Program
As of April 30, 2021
Member Age Part A Part B
Total
15
1
21
22
16
3
25
28
17
0
11
11
18
0
2
2
Total
4
59
63
Source: Division management.

When children age out of the Katie Beckett program, these young adults may have limited
options for continued, comparable care, including wraparound services. Due to limited funding
and long waiting lists, it is unlikely these young adults would receive the same services they
received through the Katie Beckett program.
According to the Assistant Commissioner/Chief of Long-Term Services and Supports,
while enrollment into other service options, like Employment and Community First CHOICES, has
been limited for the past several years, managements of the Division of TennCare and DIDD have
a shared strategic goal to increase enrollment and reduce the waiting list in the Employment and
Community First CHOICES program. The division and DIDD are hopeful that the plan to integrate
all Medicaid programs and services for individuals with intellectual and developmental disabilities
into a single, person-centered service delivery system, along with new funding opportunities, will
allow them to identify resources to offer these important services to more individuals.
The division cannot currently disenroll children aging out of the Katie Beckett program
because the state is operating under the public health emergency.7 Division management should
continue to collaborate with parents, advocates, medical professionals, community services
providers, and other state agencies to assist families whose children age out of Katie Beckett and
need continuing services into adulthood.

IMPLEMENTATION OF TELEHEALTH SERVICES DURING THE PANDEMIC
General Background
As one of its program goals, TennCare strives to “assure appropriate access to care” for
members. To receive care, a TennCare member generally must see a provider that participates in
his or her managed care organization (MCO) network. TennCare requires its MCOs to develop
7

See page 19 for more information about the public health emergency.
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networks with a sufficient number, specialty variety, and geographic distribution of providers to
ensure patients have reasonable access to services based on travel distance and time. Telehealth
services allow TennCare providers to administer certain services by voice or video call, such as


behavioral health services,



follow-up with a surgeon to check on progress after a surgery,



review of symptoms with a primary care provider to determine if the member should
be prescribed medication to treat an illness, and



sending images of a rash to a dermatologist for review.

Telehealth services can expand access to care for TennCare members and remove barriers for those
members that cannot attend in-office appointments.
For more information about
how TennCare assisted its
providers during the
COVID-19 pandemic, see
Appendix 6 on page 54.

COVID-19 Pandemic Response

On March 12, 2020, Governor Lee declared a state of
emergency to facilitate the treatment and containment of
COVID-19. Beginning on March 13, 2020, and over the course
of several months, Tennesseans were urged to stay at home. According to division management,
during the COVID-19 pandemic, the program experienced an overall decrease in all medical
services areas. Based on our evaluation of claims data provided by division management, wellchild visits for the period of April 1, 2019, through December 31, 2020, declined, especially in
April 2020. Management found that the pandemic had less of an impact on the frequency of
services provided to CHOICES8 members and disabled members who required ongoing care
because these members received services in their homes or nursing homes.
Prior to the COVID-19 pandemic, MCOs could choose to cover telehealth in their policy,
but division management did not require them to cover these services. During the 111th and 112th
General Assemblies, legislators enacted two new laws9 to increase the types of telehealth services
that TennCare and the MCOs are now required to cover in their policies.
On March 17, 2020, Division of TennCare
After June 30, 2021, MCOs are no
management and the MCOs issued guidance to providers
longer
required to cover audio-only
to expand the use of telehealth options, and on April 7,
telehealth for physical therapy
2020, division management issued guidance to providers
services but may choose to cover
that listed telehealth-related procedure codes to report
additional telehealth services
telehealth services. Division management wanted to use
beyond the services they are
these codes to measure members’ utilization of telehealth
legislatively required to cover.
services and to determine whether telehealth services
helped close the service gap for members during the pandemic.
8

Tennessee’s CHOICES program includes nursing facility services and home- and community-based services for
adults 21 years of age and older with a physical disability and seniors (age 65 and older).
9 Sections 56-7-1002, 56-7-1003, 56-7-1003(a)(6), 56-7-1011, 56-7-1012, and 63-1-155, Tennessee Code Annotated,
were amended.
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Audit Conclusions
Audit Objective: Did division management ensure telehealth services addressed members’
healthcare needs during the COVID-19 pandemic?
Conclusion:

Although division management implemented telehealth services and issued
guidance to providers, division management did not have consistent data to
track and monitor the utilization and effectiveness of telehealth services. See
Observation 1.

Methodology to Achieve Objective
To address our audit objective, including gaining an understanding of telehealth services
and obtaining an understanding of and assessing management’s design and implementation of
internal control significant to our audit objective, we interviewed division management and key
personnel. In addition, we performed a walkthrough of the manual data validation process to
obtain an understanding of how management ensured member claims data for telehealth services
was reliable, as well as how management used the data to track and monitor member services.
To identify telehealth services trends, we obtained populations of members’ telehealth data
from April 1, 2019, to December 31, 2020, to evaluate the period before, during, and directly after
the pandemic-related shutdowns.
Observation 1 – Division management should continue their efforts to obtain reliable telehealth
claims data to monitor and track the utilization of telehealth services
Division of TennCare management explained they do not have reliable data to determine
the utilization and effectiveness of telehealth services delivery during the pandemic. Although
division management and MCOs issued guidance to providers on how to claim telehealth services,
division management did not have a monitoring process to ensure MCOs followed the billing and
procedure code guidance for telehealth services. The TennCare Chief Medical Officer noted that,
as of March 30, 2021, some providers did not consistently use the correct procedure codes to report
telehealth claims. For example, some providers submitted claims using the procedure codes for
in-office visits, rather than for telehealth services. In order to obtain reliable and valid claims data
that management can properly analyze, division management should continue to work with MCOs
to educate providers on how to process telehealth claims with the correct procedure codes to ensure
providers use the correct codes going forward.
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OPIOID EPIDEMIC IMPROVEMENT AND POTENTIAL PANDEMIC-RELATED OPIOID
SETBACKS
General Background
As part of TennCare’s mission to improve lives, division management continues to analyze
and respond to the ongoing opioid epidemic, developing strategies and taking actions in line with the
state’s coordinated effort to reduce opioid misuse and abuse.10 According to the U.S. Department of
Health and Human Services (HHS), in the late 1990s, many pharmaceutical companies reassured the
medical community that patients would not become addicted to opioid pain relievers, and healthcare
providers began to prescribe them at greater rates. HHS also stated that increased prescriptions of
opioid medications led to widespread misuse of both prescription and non-prescription opioids before
it became clear that these medications could indeed be highly addictive. According to the U.S. Centers
for Disease Control and Prevention, from 1999 to 2019, more than 500,000 people in the United States
died from overdoses related to opioids.11 According to the Tennessee Department of Health, opioid
overdose deaths in Tennessee rose from 1,186 in 2016 to 1,543 in 2019, an increase of 30%.
The Division’s Strategy to Prevent Opioid Misuse and Abuse
From 2004 through 2021, the Division of TennCare has continued to develop an opioid
strategy to prevent, treat, and support members faced with opioid misuse and abuse. The strategy
has three key objectives:
1. Primary prevention – to prevent members from becoming newly dependent or
addicted to opioids by


improving access to non-opioid and non-drug therapies for pain;



establishing strict opioid quantity limits for repeated and first-time users; and



increasing prior authorization requirements for all opioid refills.

2. Secondary prevention – to reduce the impact of opioid misuse by


reaching out to and providing education and treatment options for women of
childbearing age who chronically use opioids;



removing barriers to allow women to access voluntary, long-acting reversible
contraceptives, such as injectable contraceptives, intrauterine devices, or
implants; and



educating providers on appropriate prescribing habits and tapering of chronic
opioid use.

3. Tertiary prevention – to support active recovery for severe opioid dependence and
addiction by
10

The U.S. Food and Drug Administration (FDA) defines prescription drug misuse as a person who is not following
medical instructions but is not taking the drug to get high. The FDA defines prescription drug abuse as a person using
medication without a prescription, in a way other than as prescribed, or to get high.
11 This statistic includes prescription opioids; heroin; and synthetic opioids, like fentanyl.
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increasing member access to evidence-based medication-assisted treatment, which
includes buprenorphine products, methadone, and naltrexone;



lowering TennCare’s allowed maximum dosage for chronic opioid use; and



increasing outreach to the highest risk members to refer for treatment.

During our audit, we focused on neonatal abstinence syndrome (NAS) birth rates and the
related financial impact to TennCare. We also focused on division management’s plan to increase
providers in the Buprenorphine Enhanced Supportive Medication Assisted Recovery and
Treatment (BESMART) network.
The average cost of care for a NAS infant
in the first year of life is more than eight
times higher than for infants born at a
normal weight. See Table 3.

Neonatal Abstinence Syndrome

Division management considers infants
exposed to opioids or other drugs in the mother’s
womb a part of the vulnerable population within TennCare’s members. NAS is a collection of
conditions infants may experience as a result of prenatal exposure to certain substances, such as
prescription medications or illicit drugs. After the infant is born, the child experiences withdrawal
due to no longer receiving the substances. NAS effects the infant’s quality of life by causing
central nervous system irritability, overactivity, and gastrointestinal tract dysfunction as well as
significantly increasing the cost of care during the infant’s first year of life. The most common
substances causing NAS are opioids, which include both prescription opioids, like morphine, and
illicit opioids, like heroin.
Infants with NAS often require longer stays in the hospital and, occasionally,
pharmaceutical intervention. In calendar year 2018,12 TennCare’s average cost of care for a NAS
infant in the first year of life was more than eight times higher than the average cost of care for
normal-birth-weight infants and nearly equal to the average cost of care for low-birth-weight
infants. These costs could continue for the infant’s lifetime. See Table 3.
Table 3
Impact of Neonatal Abstinence Syndrome on Infant Health Care Expenditures
Calendar Year 2018
Children Born to
TennCare Members

Number
of Births

All Live Births
Normal-Birth-Weight
Low-Birth-Weight
NAS Infants*

46,423
41,308
5,115
1,170

Total Actual Costs Average Cost Average Length
for Infants in First in First Year of of Hospital Stay
Year of Life
Life per Child
(Days)
$426,525,051
$9,188
4.1
$206,445,547
$4,998
2.4
$220,079,504
$43,026
18.2
$50,084,236
$42,807
21.8

* The NAS infants’ information is also included in the normal-birth-weight and low-birth-weight rows.
Source: Obtained online from TennCare Neonatal Abstinence Syndrome (NAS) Data.
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TennCare’s most recent published information was for calendar year 2018.

14

TennCare’s NAS Monitoring and Response
Division management addresses the risk of infants born with NAS through its secondary
prevention objective, specifically by providing women of childbearing age with educational
programs and access to contraceptives. To analyze and track the number of TennCare infants born
with NAS, division management compiles data from paid claims, including pharmacy claims, as
well as the Department of Health’s Controlled Substance Management Database. Using these
sources, division management can determine whether the cases of infants born with NAS are
increasing or decreasing, as well as evaluate the financial impact on the TennCare program.
Division management leverages the results of their ongoing monitoring to target educational and
drug prevention programs, as well as provide access to voluntary, long-acting reversible
contraceptives.
Increased Provider Network to Treat Substance Use Disorder
As part of their tertiary objective, division management has prioritized developing a
comprehensive program to help members living with opioid use disorder to move toward recovery
by providing them access to medication-assisted treatment (MAT). MAT uses evidence-based
medications,13 in combination with counseling and behavioral therapies, to provide a whole-patient
approach to treat substance use disorders. Beginning in June 2018, division management created
the Buprenorphine14 Enhanced Supportive Medication Assisted Recovery and Treatment
(BESMART)15 program to help meet their priority of ensuring consistent access to addiction and
recovery care. Each managed care organization (MCO) established a BESMART provider
network to broaden access to quality treatment for opioid or substance use disorder.
Audit Conclusions
1. Audit Objective: Did division management monitor the number of infants born with NAS, as
well as the financial impact on the TennCare program, to determine the
effectiveness of ongoing education and prevention programs?
Conclusion:

Division management monitored the number of infants born with NAS and
the cost to TennCare to determine the effectiveness of ongoing education
and prevention programs. Although management identified a decrease in
the number of infants born with NAS from 2016 to 2019, they expect an
increase in 2020 and 2021 in the number of infants born with NAS due to
the COVID-19 pandemic. See Emerging Issue 2.

13

Evidence-based medications include buprenorphine, methadone, and naltrexone.
According to the Substance Abuse and Mental Health Services Administration, buprenorphine is the first
medication that physician offices can prescribe or dispense to treat opioid use disorder, significantly increasing access
to treatment.
15 The BESMART program includes provider networks where facilities provide optional approaches such as
comprehensive maintenance treatment, medical maintenance treatment, detoxification, and medically supervised
withdrawal.
14
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2. Audit Objective: In an effort to achieve the objective of supporting active recovery for severe
opioid dependence and addiction, did division management and the MCOs
increase the BESMART provider network since 2017?
Conclusion:

Division management and the MCOs increased the BESMART provider
network. We illustrate the increase in providers from November 2017 to
May 2021 in Observation 2.

Methodologies to Achieve Objectives
To address audit objective 1, including gaining an understanding of management’s
secondary prevention strategies and obtaining an understanding of and assessing management’s
design and implementation of internal control as it relates to the audit objective, we met with the
division’s Chief Medical Officer and the Director of Policy and Strategy and performed
walkthroughs of management’s process for tracking birth rates for infants diagnosed with neonatal
abstinence syndrome (NAS).
To determine if management monitored the number of infants with NAS, we obtained
TennCare’s annual NAS report for 2018, which included TennCare data collected from 2008 to
2018, as well as TennCare’s “Opioid Strategy Evaluation Overview” PowerPoint presentation
dated February 2021, which included TennCare data collected from 2019. We also obtained and
reviewed the Tennessee Department of Health’s Neonatal Abstinence Syndrome Surveillance
Annual Report 2019 and Neonatal Abstinence Syndrome Education Material for MedicationAssisted Treatment (MAT) Providers, the Substance Abuse and Mental Health Services
Administration’s Clinical Guidance for Treating Pregnant and Parenting Women With Opioid
Use Disorder and Their Infants, and Vanderbilt University Medical Center’s The Impact of the
Tennessee Initiative for Perinatal Quality Care “Immediate Postpartum Long Acting Reversible
Contraception” Project.
To address audit objective 2, including gaining an understanding of management’s tertiary
prevention strategies and obtaining an understanding of and assessing management’s design and
implementation of internal control as it relates to the audit objective, we interviewed the division’s
Chief Medical Officer and the Director of Policy and Strategy and performed walkthroughs of
management’s process to analyze the BESMART provider network.
To determine if management and the managed care organizations (MCOs) achieved the
BESMART provider network priority to increase the number of providers, we obtained data on
the 2018 buprenorphine provider network from the 2018 performance audit report of the Division
of TennCare and data on the 2021 BESMART provider network from the three MCOs. We
compared the 2018 and 2021 provider network information to determine if TennCare and the
MCOs expanded the network options for its members. We also obtained and reviewed the Centers
for Disease Control and Prevention’s Guideline for Prescribing Opioids for Chronic Pain – United
States, 2016 and TennCare’s “Buprenorphine Medication Assisted Treatment (MAT) Program”
PowerPoint presentation dated May 16, 2018.
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Emerging Issue 2 – While TennCare members’ neonatal abstinence syndrome birth rates
decreased in 2017, 2018, and 2019, division management expects an increase in neonatal
abstinence syndrome births in 2020 due to the COVID-19 pandemic
From 2008 to 2016, management experienced a nearly five-fold rise in TennCare infants
born with neonatal abstinence syndrome (NAS), but management saw a decrease in the number of
infants diagnosed with NAS from calendar years 2016 through 2019. Division management
collaborates with the Tennessee Department of Health to obtain vital statistics data, including
information on birthrates, and management stated that 2020 data will not be available until fall
2021. See Chart 1.
Chart 1
TennCare Neonatal Abstinence Syndrome Births per 1,000 Live Births
Calendar Years 2008 to 2019

Rate of NAS per 1,000 Live Births
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Source: Division of TennCare management.

Based on our discussions with TennCare’s Chief Medical Officer and the Director of Policy
and Strategy, the COVID-19 pandemic may have an impact on substance use and opioid use, and
trends in NAS will need to be closely monitored. TennCare’s data does not reflect the current
pandemic, and future numbers for infants diagnosed with NAS may not be as encouraging as they
have been in the past. Due to the ongoing impact to children, families, and the healthcare system,
division management should continue to monitor the number of infants born with NAS; analyze
the financial impact to the TennCare program, including any effect the ongoing COVID-19
pandemic may have; and take appropriate actions to protect children and manage costs to the
TennCare program.
In the next sunset audit, we will review TennCare’s data on the number of infants diagnosed
with NAS to determine if this number increased or not and evaluate the division’s response as
needed.
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Observation 2 – Division management and the managed care organizations increased their
Buprenorphine Enhanced Supportive Medication Assisted Recovery and Treatment (BESMART)
provider network
In the 2018 TennCare performance report, TennCare data (as of November 2017) showed
that the TennCare network included 180 licensed buprenorphine prescribers. As of May 5, 2021,
there are 278 providers that are licensed buprenorphine prescribers. See Figure 2. We encourage
division management to continue to monitor its BESMART provider network to ensure members
have appropriate access to quality care to move toward recovery.
Figure 2
Comparison of TennCare’s BESMART Provider Locations for 2018 and 2021

Legend



New BESMART providers since prior audit
Continuing BESMART providers since prior audit
Tennessee counties with active TennCare BESMART provider(s)
Bedford
Blount
Bradley
Campbell
Carroll
Cocke
Coffee

Davidson
Dickson
Dyer
Franklin
Greene
Hamblen
Hamilton

Loudon

Hardin
Hawkins
Henry
Knox
Lake
Lawrence

Madison
Maury
McMinn
Monroe
Montgomery

Putnam
Robertson
Rutherford
Scott
Sevier
Shelby

Other states with active TennCare BESMART provider(s)
Alabama

Kentucky

Virginia

Source: Obtained from the managed care organizations’ BESMART provider network directory.
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Sullivan
Sumner
Tipton
Trousdale
Washington
Williamson
Wilson

MANAGEMENT’S PREPARATION FOR STATEWIDE MEMBER ELIGIBILITY RENEWALS
To receive TennCare benefits, individuals must apply for TennCare coverage. In
accordance with federal regulations, TennCare members must renew their eligibility in order to
continue receiving benefits each year. The division uses the Tennessee Eligibility Determination
System (TEDS) to process eligibility applications and renewals and to store member eligibility
information. With the implementation of TEDS in April 2019, management had to convert preexisting member data from legacy eligibility systems into TEDS to ensure the continuation of
member benefits.
Application Process
Applicants apply for eligibility using TennCare Connect, the TEDS public-facing web
portal, or they can apply using one of the following methods:


by phone or a paper application;



by phone or online through the Federally Facilitated Marketplace, which is operated by
the U.S. Department of Health and Human Services where individuals can apply for
health insurance;



by visiting a Department of Human Services office for in-person assistance with
applying online, by paper, or by phone; or



online through the TennCare Access partner portal.16

In whatever format an applicant chooses to apply for TennCare, the applicant’s
demographic, income, and household information is entered into TEDS for automated processing,
thereby removing the need for human intervention in many cases. Management calls this
automated processing “no-touch” processing. This process applies a series of rules and checks to
determine eligibility, such as verifying Social Security numbers with the Social Security
Administration or household income with the Internal Revenue Service. As an example, TennCare
provided metrics for April 14, 2021, when TEDS received a total of 249 applications through
TennCare Connect. TEDS processed 207 of these applications via no-touch processes and made
eligibility decisions for 115 of these applications. If TEDS cannot process an application
automatically, the system creates a task for a caseworker to process the application manually.
Members in TEDS Conversion Status and the Federally Required Pause on Eligibility Renewals
While the majority of TennCare members were converted from the legacy systems to
TEDS, division staff and Deloitte, the contractor responsible for managing TEDS, placed some
members in “conversion status” in June 2019, meaning the information in their cases required
additional manual verification or renewal before TEDS could determine the members’ eligibility.
According to management, placing these members in conversion status protects the members from

16

TennCare partners with the Department of Health, certain hospitals, and certain long-term care providers to help
individuals with the application process.
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having their benefits terminated before caseworkers can work the members’ cases. If TEDS
terminated benefits, members would have to reapply.
As of February 2021, TEDS had a total of 85,395
During the 2020 Single Audit of
member cases in conversion status representing 3
Tennessee, we identified members
different benefit programs. See Table 4. Of the 85,395
on conversion status who were not
members, division management stated that 85,267
eligible to receive TennCare
benefits. We provide the details in
members may have to undergo the eligibility renewal
the 2020 Single Audit Report.
process after CMS declares an end to the public health
emergency. According to the Assistant Commissioner
of Member Services, 128 members in conversion status are in eligibility categories that do not
require eligibility renewals, such as members who receive Supplemental Security Income benefits,
but caseworkers will have to update the members’ cases with any current information.
Table 4
Members in TEDS Conversion Status Program
As of February 2021
Program Name
Medicaid
CoverKids
Medicare Savings Program
Total

Number of Members
75,571
549
9,275
85,395

Source: Division of TennCare management.

During the 2020 Single Audit, the Assistant Commissioner stated that management was
working toward resolving the issues relating to the members in conversion status. However,
pursuant to the federal Families First Coronavirus Response Act, division management is not
permitted to terminate members who were enrolled when the federal COVID-19 public health
emergency period began. As such, management paused Medicaid and CoverKids eligibility
renewals, eligibility changes to lower categories, and member terminations on March 18, 2020.
During this pause, management is only allowed to terminate Medicaid and CoverKids coverage
for existing members due to the member’s death, when a member voluntarily terminates coverage,
or when a member becomes a resident in another state. Because of the length of the pause, most
TennCare members’ eligibility could have changed, but they are still in the program because of
the federal pause.
TennCare is faced with the challenge of resolving member cases currently residing in
“TEDS conversion status,” as well as renewing most TennCare members’ eligibility status once
the public health emergency ends.
TennCare’s Renewal Plan for Members Requiring Renewal
Based on CMS’s August 2021 written guidance to state agencies, a date for when the public
health emergency will end was not provided, but CMS provided division management with a
timeline of having 12 months to complete all eligibility renewals once the public health emergency
ends. According to management, CMS will give them a 60-day notice to begin renewals.
20

Meanwhile, management is working to identify, categorize, track, and prioritize member case
metrics to prepare for the renewal process. Division management established priority levels based
on member eligibility categories to facilitate the renewal process.
Audit Conclusions
Audit Objective: To ensure TennCare members had continued access to care, did division
management have a reasonable plan to complete member case conversions to
TEDS within a reasonable timeline?
Conclusion:

Division management developed a reasonable plan and timeline to complete
member case conversions to TEDS once the federal public health emergency
ends. See Emerging Issue 3.

Methodology to Achieve Objective
To achieve our objective, we held multiple interviews with TennCare personnel, including
the Chief Information Security Officer, the Assistant Commissioner, the Deputy Director of
TennCare Member Services, and the Deputy Director of Behavioral Health Operations, to gain an
understanding of TEDS and member cases in conversion status. We also interviewed the Deloitte
contractors that assist TennCare with back-end processes within TEDS, including Deloitte’s
Consultant Manager.
To assess management’s design and implementation of controls and processes as it relates
to the audit objective, we interviewed TennCare personnel to obtain an understanding of relevant
processes and inspected examples of the dashboards and reports TennCare uses to monitor member
status in TEDS. Additionally, we obtained and inspected written explanations by the Director of
Eligibility Services about TennCare’s plans for resolving the member cases in conversion status.
We obtained and reviewed the August 13, 2021, letter from the Centers for Medicare and Medicaid
Services to states regarding updated guidance for planning the resumption of normal state
operations once the public health emergency ends.
Emerging Issue 3 – Once the public health emergency ends, Division of TennCare management
will implement the established plan to renew members’ eligibility
Once the public health emergency period ends,
It is imperative that members
TennCare must restart the eligibility renewal process for
respond to TennCare’s
17
approximately 822,000 TennCare members. While
communication and complete the
awaiting further instruction from CMS, Member Services eligibility renewal process in order
staff is working to resolve as many TEDS conversionto keep their TennCare benefits.
related tasks as possible for members who require
renewals. Staff will also prioritize members who did not undergo renewal due to the pandemic.

17

Division management stated that this number reflects total TennCare membership as of June 8, 2021. According
to the Assistant Commissioner of Member Services, this number will grow as each month passes.
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To prepare for the eligibility renewal process, division management also plans to conduct calling
campaigns to inform members.
Because CMS has not given the Division of TennCare management a firm end date for the
public health emergency, management cannot be certain
The Assistant Commissioner of
that they have sufficient resources in place to fulfill
Member Services estimated that
CMS’s future instructions. Given the division’s current
management would need
staffing, processes, and technology, the Assistant
approximately 12 months to work
Commissioner of Member Services estimated that
through all the member cases that
management would need approximately 12 months to
require renewal.
work through all the member cases that require renewal.

DIVISION’S MONITORING OF THE TEDS AND INTERCHANGE DATA TRANSFER
Division management relies on TennCare’s information systems to conduct critical
business functions, including application processing, eligibility renewals, and payment processing.
The Division of TennCare established a digital interface between the Tennessee Eligibility
Determination System (TEDS), which serves as a program eligibility determination system, and
interChange, the division’s claims management system. This digital interface includes a daily
transfer of member data from TEDS to interChange and a transfer of processed data from
interChange back to TEDS. Division management utilizes a series of automated processes to
verify newly transmitted member information from TEDS before the data is updated in
interChange. This process ensures interChange reflects the most current member eligibility data
to process accurate payments to managed care organizations and providers.
Interface Design, Operation, and Monitoring
Division staff coordinated with Deloitte, the contractor responsible for managing TEDS,
for assistance with designing, monitoring, and operating the TEDS portion of the interface.
Similarly, division staff rely on assistance from Gainwell Technologies, the contractor responsible
for managing interChange, for operating and monitoring the interChange portion of the interface.
Both Deloitte and Gainwell staff use specialized software to manage and monitor the
interface operations for TEDS and interChange, respectively, and division management and the
contractors have designed various monitoring activities for the interface to ensure the accuracy of
data and the ongoing effectiveness of the interface. When the automated processes find data
discrepancies and errors, interChange generates an error response file and sends it back to Deloitte
for reconciliation. TennCare staff collaborate with Deloitte contractors to review the error
response file and take appropriate actions to correct the errors. Once Deloitte corrects the errors,
they will include the corrected data in a future transfer. In the event that an automated process
fails due to an issue with the data, Deloitte and Gainwell staff use specialized software to alert
them about the failure. Interface operators also use digital dashboards to monitor the interface
operation in real time and to investigate problems as they arise.
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Audit Conclusions
Audit Objective: Did division management and the contractors ensure that systems accurately
transferred data from TEDS to interChange and that interChange appropriately
updated the member information?
Conclusion:

Based on our review of the design and implementation of the interface and
associated internal controls, division management and contractors worked
together to ensure TEDS member data appropriately transfers to and updates in
interChange.

Methodology to Achieve Objective
To address our audit objective, including obtaining an understanding of related internal
control, we interviewed TennCare personnel, including the Chief Information Security Officer and
the Director of Eligibility Services, to gain an understanding of the interface between TEDS and
interChange. We also interviewed Deloitte and Gainwell contractor staff who help TennCare
operate and monitor the TEDS and interChange interface. To assess management’s design and
implementation of internal control as it relates to the audit objective, we performed walkthroughs
of the monitoring processes employed by the respective interface operators for TEDS and
interChange. Likewise, we obtained and inspected policies, procedures, and interface design
documents. Additionally, we observed copies of reports and dashboards that TennCare uses to
monitor the interface and reconcile the data between TEDS and interChange.

DATA SUPPORTING TENNCARE MEMBER SATISFACTION
Division management uses an annual survey as a tool to measure whether the division is
meeting the mission of improving lives through high-quality, cost-effective care and to disclose
member satisfaction rates in public hearings and media releases. Because the Division of
TennCare operates the TennCare program via a waiver approved by the Centers for Medicare and
Medicaid Services (CMS), division management must conduct a survey of beneficiaries and
include the results in the division’s annual report to CMS. Since 1993, the division has contracted
with the University of Tennessee’s (UT) Boyd Center for Business and Economic Research18 to
conduct the annual survey of 5,000 Tennessee residents, both TennCare members and nonTennCare members.
Based on our review of the final survey reports for 2019 and 2020, the survey includes
questions about respondent demographics, healthcare coverage, satisfaction with private
insurance, and satisfaction with TennCare services for the head of household and their children.
According to division management and the UT Survey Project Director, they have made few
changes to the survey questions since 1993 to compare data over time; however, in 2020 division
management and UT added new questions relating to the COVID-19 pandemic. The survey asked
respondents questions about whether COVID-19 impacted the quality of their healthcare,
18

The Boyd Center works with UT’s Social Work Office of Research and Public Service (SWORPES) to administer
the survey. SWORPES subcontracted with Wilkins Research Services.
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appointment availability, and/or frequency of doctor visits. Division management approved the
original and new questions. UT contacts Tennessee residents until they reach at least 5,000
households. The 2019 survey included 5,015 households, and the 2020 survey included 5,464.
During the audit, we focused our work on the 2019 and 2020 reports’ findings about
satisfaction with the quality of care received from TennCare, including a table that shows
TennCare member satisfaction rates over time. The survey asks respondents “Overall, would you
say you are not satisfied, somewhat satisfied or very satisfied with the quality of care received
from TennCare?” The division’s member satisfaction rate has exceeded 90% since 2009 (see
Figure 3).
Figure 3
TennCare Member Satisfaction Rates From 2006 Through 2020

Source: 2020 Impact of TennCare – A Survey of Recipients report.

According to management, they have implemented program changes and performed
outreach to MCOs in response to survey results. For example, because members stated in the
survey that they typically sought care in emergency rooms, management informed MCOs to
remind members to use primary care physicians.
Audit Conclusions
Audit Objective: Is management’s member survey tool based on a reasonable approach to assess
members’ satisfaction?
Conclusion:

Based on our audit work, we found that division management’s approach to
surveying their members was reasonable.

Methodology to Achieve Objective
To address our audit objective and assess management’s design and implementation of
internal control as it relates to the objective, we interviewed division management and the
University of Tennessee (UT) survey administrators to gain an understanding of relevant internal
control. We also performed walkthrough procedures to document how both parties developed and
administered the member satisfaction portion of the Impact of TennCare – A Survey of Recipients
reports for 2019 and 2020 to Tennessee residents. We reviewed contracts, survey scripts, survey
response data, and UT’s averaged responses, and we used this information to recalculate the
TennCare member satisfaction rates published in the 2019 and 2020 reports.
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Administrative Functions

TENNCARE SYSTEM MODERNIZATION: TIMELINE AND BUDGET
Medicaid Modernization Project
In 2015, the Division of TennCare partnered with the federal Centers for Medicare and
Medicaid Services (CMS) to launch the Medicaid Modernization Project and update its legacy
systems. The modernization project focuses on two main areas, which include replacing


the eligibility and enrollment systems; and



interChange, the division’s current Medicaid management information system
(MMIS).

Division management initiated Project Iris in 2018 to facilitate the replacement of interChange,
with expected completion in 2026, and in 2019 management implemented the Tennessee
Eligibility Determination System (TEDS), its eligibility and enrollment system.
Project Iris – TennCare’s interChange Replacement
As part of the federal/state collaborative project, CMS has outlined a system certification
process by which CMS will evaluate TennCare’s progress toward MMIS implementation. CMS’s
involvement includes a streamlined approach to ensure that all states eligible for federal matching
dollars are implementing systems that meet the business needs of both the state and CMS. This
federal/state process provides that CMS will fund 90% of the costs for the design, development,
and implementation of the modernization project, with 75% committed to ongoing operation and
maintenance costs. In February 2021, division management stated that they expected that
interChange has approximately four remaining years of useful life, thus requiring management to
complete the replacement by 2026.
To facilitate Project Iris’s implementation process, division management contracted with
KPMG, LLP,19 to obtain technical advisory services, such as developing system goals and advising
TennCare on best practices to align program processes and procedures. KPMG will also serve as
project management through the modernization project’s development and implementation phases.
Management also contracted with NTT Data State Health Consulting, LLC, for business support
services, such as documenting existing processes, supporting testing and certification, and
recommending and implementing process improvements. Management’s implementation will
involve seven modules.
The estimated cost to complete Project Iris is $665 million through fiscal year 2026. As
discussed at the Governor’s budget hearing on November 10, 2020, management will complete
the project in phases.

19 TennCare’s contract with KPMG, LLP, began in September 2015, when KPMG provided technical services for the

TEDS project and assisted division management in assessing the original vendor’s delays. KPMG will continue to
provide technical advisory services throughout the completion of Project Iris.
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Audit Conclusions
Audit Objective: Is division management on track with Project Iris in terms of estimated costs
and timeline?
Conclusion:

Management’s first of seven modules went live in January 2020, and they have
a contract in place to develop the second module. TennCare has invested $77
million into the project through August 2021, with an expected total budget of
$665 million for completion. Given that management is in the early phases of
the modernization process, we have no reason to conclude the project cannot be
completed on time and within budget. We provide further information in
Observation 3.

Methodology to Achieve Objective
To address our audit objective, including obtaining an understanding of Project Iris, its
components, management’s anticipated timeline, and associated costs, we interviewed the Chief
Information Officer and the Chief Information Security Officer. We also met with division
management to gain an understanding and assess management’s design of internal control
significant to our audit objective. We reviewed federal documentation related to Medicaid system
development and implementation, as well as the division’s budget documents related to Project
Iris. We also reviewed division management’s budget presentation to the Governor on November
10, 2020, and the budget presentation to the House Finance, Ways, and Means Committee on
March 9, 2021.
Observation 3 – Project Iris status update
While the division estimates Project Iris will cost $665 million through fiscal year 2026,
since fiscal year 2018, division management has invested nearly $77 million in the development
and operation of Project Iris modules.

Source: The auditor prepared this chart with budget documents obtained from management.

Of the total $665 estimated federal/state costs, management estimated that $398 million
($358 million in federal funds and $40 million in state funds) will be dedicated to Project Iris’s
design, development, and implementation. The remaining $267 million ($200 million in federal
funds and $67 million in state funds) will be dedicated to Project Iris’s operations and maintenance.
We will continue to track management’s efforts throughout the project’s full implementation.
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PROGRAM INTEGRITY
General Background
Fraud, waste, and abuse in Medicaid programs,
including the TennCare program, costs the nation billions
of dollars each year. According to the Government
Accountability Office, in 2015 alone, improper payments
totaled more than $29 billion. Title 42, Code of Federal
Regulations (CFR), Section 455, Part 14, requires state
Medicaid agencies, such as the Division of TennCare, to
conduct a preliminary investigation for any complaint of
Medicaid fraud or abuse it receives or any questionable
practices it identifies. The division established the Office
of Program Integrity (the office), which according to the
division’s website, is “responsible for the prevention,
detection and investigation of alleged provider fraud,
waste and/or abuse” to protect the financial and health
care integrity of the Medicaid program.

According to the National
Conference of State Legislatures,
well-designed program integrity
initiatives ensure that
 eligibility decisions are made

correctly,
 prospective and enrolled

providers meet federal and
state participation
requirements,
 delivered services are

medically necessary and
appropriate, and
 provider payments are made

in the right amount and for
appropriate services.

The office is responsible for investigating provider administrative fraud, such as fraudulent
claims filed by providers. The office refers other types of investigations to responsible agencies,
such as provider license issues to the Tennessee Department of Health or allegations involving the
Tennessee Department of Intellectual and Developmental Disabilities’ (DIDD) Medicaid
providers to DIDD. The office works with managed care organizations (MCOs); OptumRx, the
pharmacy benefits manager; DentaQuest, the dental benefits manager; law enforcement; and a
variety of state and federal agencies, including


the Tennessee Bureau of Investigation (TBI), which houses Tennessee’s Medicaid
Fraud Control Unit;20



the Office of the Attorney General and Reporter (AG), which, unlike TennCare, has
the authority to prosecute provider fraud cases; and



the Department of Finance and Administration’s Office of the Inspector General (OIG),
which is the agency responsible for investigating TennCare member fraud.

Fraud Tips and the Office of Program Integrity’s Investigative Process
Fraud Tips
The office receives tips from multiple sources, including the MCOs, OptumRx,
DentaQuest, OIG, the AG’s Office, the Department of Health, the TennCare Provider Fraud
20 42 CFR 455.15 states that if the division’s preliminary investigation gives it a reason to believe that an incident of
provider fraud or abuse has occurred, division management must refer the case to its Medicaid Fraud Control Unit
(MFCU). Section 71-5-2508, Tennessee Code Annotated, establishes that TBI, acting as the MFCU, may investigate
and refer Medicaid fraud violations to the Attorney General for prosecution.
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Hotline, and news reports. From July 1, 2019,
through February 28, 2021, the office received 1,234
tips from MCOs and 121 tips from non-MCO
sources. Based on our analyses, we found that the
office received an average of 68 tips per month.

Division of TennCare
Provider Fraud Hotline
1-833-687-9611
ProgramIntegrity.TennCare@tn.gov

Investigations
If a tip warrants an investigation, office staff work with TennCare’s Program Integrity
Analytics group to pull provider claims data. The office’s four investigators, who are Certified
Professional Coders,21 review medical records relating to the investigation. If investigators require
additional expertise, they consult with a physician in TennCare’s Medical Office.
Once the investigators complete their investigation, office management decides whether
the office will refer the case to TBI and the AG. The TennCare Fraud Investigations Manager
directs a bimonthly referral meeting with representatives from TBI and the AG, at which each
investigator presents their individual cases. TBI and the AG then have two weeks to decide
whether either or both will take up the case for prosecution or decline it. If they accept, the
respective agencies assume responsibility for the investigation, up to and including prosecution
and monetary settlements. Office investigators continue to assist TBI and AG during the course
of the investigations.
From July 1, 2019, through February 28, 2021, the office opened 157 investigations. See
Table 5 for a breakdown of the status of these investigations as of March 25, 2021.
Table 5
Office of Program Integrity’s Status of Investigations
July 1, 2019, Through February 28, 2021
As of March 25, 2021
Status
Closed the Investigation Without Referral*
Referred to TBI/AG
Open Investigations
Total

Number of Investigations
73
50
34
157

* The office closes cases when staff cannot substantiate a tip.
Source: Auditor created from data obtained from Division of TennCare management.

Results of Investigations
From July 1, 2019, through February 28, 2021, 15 TennCare providers agreed to
$3,469,048 in settlements with the AG’s Office. From July 1, 2019, through March 31, 2021,
TennCare collected $2,904,844 in provider settlement payments and returned $8,689,776 to the
state, for a total of $11,594,620 in recoveries.
21

Certified Professional Coders are responsible for overseeing the medical coding in a medical setting, such as a
doctor’s office. They translate medical diagnoses, procedures, and other services into codes that are submitted on
claims to payers, such as insurance companies, for reimbursement.
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Audit Conclusions
Audit Objective: Did the Office of Program Integrity comply with federal requirements to
conduct preliminary investigations of any complaint of Medicaid fraud or
abuse it receives or any questionable practices it identifies?
Conclusion:

The Office of Program Integrity complied with federal requirements governing
Medicaid fraud investigations by reviewing tips, conducting investigations into
Medicaid provider administrative fraud, or referring complaints to other agencies.
Additionally, the office recovered settlements by collaborating with the Tennessee
Bureau of Investigation and the Office of the Attorney General and Reporter.

Methodology to Achieve Objective
To obtain an understanding and assess management’s design, implementation, and
operating effectiveness of internal controls as it relates to audit objectives 1 and 2, we discussed
and documented the investigation process with division management and reviewed tip summaries,
referral documents, staff-prepared meeting agendas, and meeting minutes. We also tested the
internal controls over the annual investigation referral process as part of the state’s Single Audit.
We obtained the Office of Program Integrity’s tip sources and investigation statuses and
calculated the monthly average of tips, investigations, and referrals to determine if the office addressed
provider fraud. We also analyzed the office’s and the Program Integrity Analytics group’s expenditures
and provider fraud collections, as well as provider fraud settlements collected by TBI and AG.

PREVENTING IMPROPER PAYMENTS FOR PERSONAL CARE VISITS
General Background
Many TennCare members require personal care services to support their daily living
activities, such as bathing, dressing, toileting, and meal preparation. Providing personal care
services presents unique challenges to division management because the program serves a
vulnerable population, such as individuals with intellectual and developmental disabilities and the
elderly. Members of this vulnerable population may not be able to report improper or missing
services, such as a personal care worker missing a scheduled appointment. Without supervision
or documentation, the providers could inappropriately bill managed care organizations (MCOs)
for services not rendered and could potentially jeopardize members’ safety.
According to a December 2017 report by the U.S. Department of Health and Human
Services’ Office of Inspector General, during federal fiscal years 2012 through 2015, personal care
services fraud cases were a “substantial and growing percentage of Medicaid Fraud Control Unit
(MFCU) cases and outcomes.” The report found that in federal fiscal year 2015, fraud cases
involving personal care services providers made up 12% of all MFCU cases. To address the
increase in fraud, the 21st Century Cures Act was enacted on December 13, 2016. This law
required state Medicaid agencies to implement electronic visit verification (EVV) systems for
personal care and home health services by January 1, 2020.
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TennCare’s and the Managed Care Organizations’ Electronic Visit Verification System Process
TennCare’s three MCOs, Amerigroup, UnitedHealthcare, and BlueCare, are responsible
for using EVV systems to track personal care visits. The EVV systems track


the type of service performed,



the individual receiving the service,



the date of the service,



the service location,



the worker providing the service, and



the time the service begins and ends.

TennCare’s MCOs may elect to use a vendor to oversee and manage their EVV system.
Amerigroup and UnitedHealthcare both use CareBridge, while BlueCare uses Sandata.
When the MCOs’ service providers go to the member’s home to provide services, the worker
uses a tablet, mobile application on a personal smart phone, or telephone to electronically check in when
they arrive and check out when they leave. According to division management, if the worker cannot use
an electronic method, they can use a paper time log that verifies the worker performed the service in the
member’s home; the MCOs call this method a manual confirmation. Table 6 presents our results of
workers’ personal and attendant care visit check-in and check-out methods for each MCO.
Table 6
Methods Used to Record Personal and Attendant Visits
in the Electronic Visit Verification System
January 2020 Through December 2020

Source: Auditor created using the MCOs’ EVV records.
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Results of Prior Audit
In the Division of TennCare’s 2018 performance audit report, we found that the division
did not ensure the MCOs established controls to prevent improper claims and to ensure that
TennCare members received critical long-term care services. Specifically, we found that two
MCOs (Amerigroup and UnitedHealthcare) lacked controls to prevent workers from claiming to
care for different members at the same time, called an overlapping visit. Additionally, we
determined that providers created approximately 30% of personal care services records manually,
rather than electronically. We determined that these control gaps increased the risk of improper
payments and the risk to the safety and well-being of vulnerable TennCare members who rely on
home care services to live. In response to the prior audit finding, management concurred with our
assertions that the EVV systems failed to function as required but disagreed that this may have
prevented TennCare members from receiving the necessary care.
Management’s Current Process
Since the prior audit and management’s implementation of the 21st Century Cures Act’s
EVV requirements, division management now requires MCOs to use unique identification
numbers for personal care workers in the EVV system. Unique identification numbers help
providers and management identify the care worker who completed the visit and identify
overlapping visits. Additionally, MCOs are required to upload paper time logs for manual
confirmations. Both the care worker and the visited member must sign the paper time logs, and
the provider must upload the paper time logs into the EVV system to confirm the personal care
visits before submitting the claim to the MCO for payment.
Audit Conclusions
Audit Objective: Did TennCare and MCO management effectively implement corrective action
to resolve the prior audit finding related to inadequate controls for homedelivered services and provider billings, including manual worker check-ins?
Conclusion:

Based on our work, although division management effectively implemented
corrective action to address the prior audit finding, we found that BlueCare’s
EVV system controls allowed workers to submit claims for unsupported manual
worker check-ins for payment. See Observation 4.

Methodology to Achieve Objective
To address our audit objective, we interviewed the Division of TennCare’s Assistant
Commissioner/Chief of Long-Term Services and Supports and the Assistant Deputy Chief of
Policy, Programs, Contracts, and Compliance, as well as key personnel at each managed care
organization (MCO) to gain an understanding of the personal care services provided through the
MCOs’ electronic verification system; to obtain an understanding of internal control significant to
our audit objective; and to assess management’s design, implementation, and operating
effectiveness of internal control. We also reviewed federal and state laws, regulations, polices,
and procedures pertaining to personal and attendant care services for TennCare members.
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From the MCOs, we obtained populations of electronic visit verification records associated
with current procedural terminology codes S5125 (attendant care services) and T1019 (personal
care services) for Amerigroup and UnitedHealthcare for the period July 1, 2019, through December
31, 2020, and BlueCare for the period July 1, 2019, through March 15, 2021. The population
consisted of 763,718 Amerigroup records; 1,452,924 UnitedHealthcare records; and 999,701
BlueCare records. We summarized the records by check-in and check-out type (see Table 6 on
page 30).
Our data analysis disclosed the following potentially overlapping visits: 950 in the
Amerigroup data; 1,137 in the UnitedHealthcare data; and 1,245 in the BlueCare data. We selected
a random, nonstatistical sample of 137 potentially overlapping visits (35 for Amerigroup, 30 for
UnitedHealthcare, and 72 for BlueCare) from the MCOs for testwork. We reviewed interChange,
TennCare’s claims management system, to determine whether MCOs paid the providers’ claims
for services attributed to the overlapping times. We provided our sample to TennCare’s LongTerm Services and Supports unit and each MCO to analyze the visits.
Our data analysis disclosed the following manual confirmations: 136,403 in the
Amerigroup data; 183,139 in the UnitedHealthcare data; and 73,076 in the BlueCare data. We
selected a random, nonstatistical sample of 60 manual confirmations, 20 from each MCO, for
testwork. We examined paper time logs to determine whether MCOs paid manual confirmation
claims without proper supporting documentation.
Observation 4 – BlueCare’s electronic visit verification system allowed personal care providers
to override a system control, resulting in BlueCare paying unsupported claims
Based on our testwork relating to BlueCare’s manual visits,
we found 4 claims, totaling $499, that BlueCare paid without a paper
time log attached. Further review revealed that 111 of 400 provider
employees (28%) were inappropriately given administrator status in
the EVV system’s settings, which allowed them to submit
unsupported claims. The vendor identified the override issue in April
2020 and corrected it in December 2020 but did not inform division
management of the override issue. We informed the Division of
TennCare management of this override issue on May 25, 2021.

We found instances of
employees with
inappropriate
administrator status,
who submitted
unsupported claims in
the EVV system.

According to the MCO Statewide Contract, Section 2.9.6.13.3, the contractor must notify
TennCare within five business days of the identification of any issue affecting the EVV system
operation that impacts the contractor’s performance of the contract, including how and when the
contractor will resolve the issue.
Division management should ensure BlueCare management researches the effect of the
override on paid claims to identify and recover any improper payments.
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REMOVING INELIGIBLE MEMBERS
General Background
To provide cost-effective care and protect taxpayer dollars, division management must
ensure only eligible members receive TennCare benefits. Federal regulations do not allow
management to make payments on behalf of ineligible members, including deceased members,
incarcerated members, or members who have multiple recipient identification numbers (duplicate
members).22 To safeguard public funds and comply with federal regulations, division management
must have processes to identify ineligible members and terminate their benefits.
In general, TennCare makes two types of payments on behalf of its members:
1. Monthly premiums to managed care organizations (MCOs) – Otherwise known as
capitation payments, monthly premium payments provide medical and behavioral
health coverage for members. TennCare pays three MCOs monthly premiums
regardless of whether a member uses services during that month.
2. Fee-for-service claims submitted by providers – Although TennCare serves the
majority of members in managed care, some members receive medical care on a feefor-service basis. In this model, members still belong to a managed care plan, but
TennCare reimburses providers directly for services the MCOs do not provide.
Management also contracts with two benefits management companies to coordinate members’
prescription coverage, as well as dental coverage for certain members.23 TennCare reimburses the
benefits management companies for pharmacy and dental services provided to members.
Results of Prior Audit
In the Division of TennCare’s 2018 performance audit report, we found that the division
did not recover improper premiums and fee-for-service payments made on behalf of deceased,
incarcerated, and duplicate members between July 1, 2016, and December 31, 2017. In response
to the prior audit finding, management agreed with the portion involving fee-for-service claims
paid on behalf of deceased members. Management did not agree with our finding related to
premium payments for deceased, incarcerated, or duplicate members.

22 TennCare Policy 005.045 states that management will terminate eligibility once it verifies a member’s date of death.

According to Title 42, Code of Federal Regulations (CFR), Part 431, Section 213(a), TennCare does not have to send
advance notice of termination if a member dies. 42 CFR 435.1009(a) prohibits federal financial participation for
“individuals who are inmates of public institutions.” In some cases, TennCare issues duplicate recipient IDs for
several reasons. For example, TennCare may receive multiple applications containing the same individuals, and the
applications may contain differences in demographic data.
23 TennCare members eligible for dental coverage include children and members of the Employment and Community
First CHOICES program for individuals with intellectual and developmental disabilities.
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Results From the U.S. Department of Health and Human Services, Office of Inspector General
Report
In a 2019 report24 released by the U.S. Department of Health and Human Services, Office
of Inspector General (HHS-OIG), the federal auditors examined TennCare’s Medicaid premium
payments for the period January 2, 2015, through December 31, 2017. They identified 1,383
instances where more than 1 member ID could be matched to a single member and tested a sample
of 100 of those instances. In their conclusion, HHS-OIG auditors estimated that the division made
unallowable premium payments of at least $581,422, with the federal share totaling $378,137. As
noted in the report, division management informed the federal auditors that management needed
a significantly more complex matching algorithm than the one that it already had
in place to identify [member] matches that existed in its system. Furthermore,
[management] stated that, during the period of [HHS-OIG’s] review, the process to
recoup duplicate capitation payments after linking duplicate recipient records was
limited to 9 months and did not include the recoupment of payments beyond that
9-month period.
HHS-OIG requested that division management refund the federal government $378,137. Division
management refunded the federal grantor and agreed with the federal auditors’ findings.
The Comptroller’s Office and HHS-OIG conducted their audits prior to the division’s
implementation of the Tennessee Eligibility Determination System (TEDS) in April 2019.
Management’s Current Processes
Since the prior audit, management established automated matching processes to identify
potential ineligible members from receiving TennCare benefits, including members who were
deceased, incarcerated, or assigned multiple member identification numbers. TEDS matches data
against other data in TEDS or against external sources, including the Tennessee Department of
Health; the Office of Vital Records’ death records; and the Tennessee Department of Correction’s
incarceration data, for offenders assigned to a state correctional facility or housed in a local jail.
Furthermore, division management implemented automated look-back processes to
capture new data relating to deceased, incarcerated, and duplicate members and recover any
improper premium payments management did not identify using the automated matching
processes. When the matches identify improper payments, management retroactively voids the
payments and requests refunds from the MCOs or providers for these individuals.
Audit Conclusions
Audit Objective: Did division management effectively implement corrective action to resolve the
prior audit finding related to ineligible members, such as members who have
died, were incarcerated, or have duplicate recipient IDs?
24 The report is titled “Tennessee Made Unallowable Capitation Payments for Beneficiaries Assigned Multiple
Medicaid Identification Numbers.”
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Conclusion:

Based on our work, we found that, although we identified minor issues with
management’s processes to identify ineligible members, management
effectively implemented corrective actions to address the prior audit finding.

Methodology to Achieve Objective
To address our audit objective, including gaining an understanding of management’s
internal controls over the removal of deceased, incarcerated, and duplicate members from the
TennCare program, and to assess management’s design and implementation of internal controls,
we interviewed the Assistant Commissioner of Member Services and the Medicaid Management
Information System Director and their staff, and we reviewed federal regulations, division policies
and procedures, and flowcharts describing automated processes performed in the Tennessee
Eligibility Determination System. To assess the operating effectiveness of internal controls, we
obtained and reviewed the following records.
Deceased Members
We obtained management’s payment records consisting of premium payments and fee-forservice (institutional, physician, dental, and pharmacy) claims for the period July 1, 2019, to June
30, 2020. We matched TennCare’s membership rolls and payment records to the Tennessee
Department of Health’s Office of Vital Records death data. When the match identified dates of
death conflicts between TennCare’s records and the Tennessee Department of Health’s data, we
obtained verification from the Tennessee Department of Health regarding dates of death and
researched obituaries to establish the correct date.
Our match identified the following payments that management paid on behalf of members
after their date of death:


13,995 premium payments, totaling $21,466,407;



751 fee-for-service physician claims, totaling $4,494;



7 fee-for-service institutional claims, totaling $884;



53 TennCare Select fee-for-service claims, totaling $5,737;



54 dental claims, totaling $71; and



4,215 pharmacy claims, totaling $194,873.

For our testwork, we tested all fee-for-service institutional, TennCare Select, and dental
payments. Using the above populations, we also selected the following nonstatistical, random
samples:


60 capitation payments, totaling $93,630;



53 fee-for-service physician claims, totaling $170; and



60 pharmacy claims, totaling $4,252.
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When we identified errors relating to premium payments, we identified and reviewed all payments
made on behalf of the deceased members during our audit period. We tested management’s
process to recover these payments.
Incarcerated Members
We matched TennCare’s membership and payment records to the Tennessee Department
of Correction’s inmate incarceration data for the period July 1, 2019, through June 30, 2020. When
incarceration dates conflicted, we contacted the Department of Correction’s Detainer
Administrator to validate the correct dates. Our match identified the following payments that
management paid on behalf of members during incarceration:


1,337 premium payments, totaling $314,893;



19 fee-for-service physician claims, totaling $97;



358 fee-for-service institutional outpatient claims, totaling $2,245; and



822 fee-for-service institutional crossover claims, totaling $295,319.

Although we tested all fee-for-service claims paid on behalf of incarcerated members, we
tested a nonstatistical, random sample of 61 premium payments, totaling $14,874, that
management paid the MCOs on behalf of incarcerated members. We tested management’s process
to recover these payments.
Duplicate Members
We analyzed Social Security numbers in TennCare’s membership file to find members
with potentially multiple active member identification numbers. We matched those members to
the payment records and located 1,722 payments, totaling $529,761, that division management
paid to MCOs on behalf of those members during the period July 1, 2019, through June 30, 2020.
We selected a random sample of 60 matched premium payments, totaling $46,057, and then
reviewed the payments in the interChange system and consulted division management to
determine whether TennCare identified and recovered the improper duplicate payments. When
we identified errors, we pulled and reviewed all premium payments made on behalf of the deceased
member during our audit period. We tested management’s process to recover these payments.

MEDICAL NECESSITY AND MEDICAL APPEALS
General Background
In an effort to achieve cost-effective, high-quality care, the TennCare program identifies
certain services that require prior authorization from the managed care organization (MCOs).
MCOs determine whether the requested services, such as home health nurses, certain pharmacy
prescriptions, and dental services, are medically necessary and meet the criteria established by the
Rules of the Tennessee Department of Finance and Administration:
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it must be recommended by a licensed provider who is treating the member,



it must be required in order to diagnose or treat or treat a member’s medical condition,



it must be safe and effective,



it must not be experimental or investigational, and



it must be the least costly alternative course of diagnosis or treatment that is adequate
for the enrollee’s medical condition.

Some MCOs could abuse the prior authorization process in an effort to increase profits,
denying costly services that are medically necessary but expensive to the MCO. Because the
potential exists for an MCO to deny costly services that are medically necessary but expensive,
Title 42, Code of Federal Regulations, Part 438, Section 400, requires each MCO to have a
grievance and appeals system in place. Additionally, federal regulations require the state to hold
a fair hearing for a member if the MCO denies their appeal. In an effort to protect TennCare
members, to ensure MCOs provide medically necessary services, and to comply with federal
regulations, the Division of TennCare has an established appeal process to review the MCOs’
medical service denials.
Members file appeals through TennCare’s Member Medical Appeals call center. The
MCO reviews the denial and reconsiders its initial decision. If the MCO upholds the denial, the
appeal goes to TennCare’s Appeals Processing Unit (APU), and APU staff review a completed
medical review25 to decide whether to uphold or reverse the MCO’s decision. As promulgated in
the Rules of the Department of Finance of Administration, Chapter 1200-13-13-.11 and .12,
TennCare must maintain documentation of its review and decision. See Figure 4 for a breakdown
of the standard medical appeal process.
We focused our review on TennCare staff’s review of medical appeals (see the yellow box
in Figure 4).

25

TennCare contracts with the Keystone Peer Review Organization (KEPRO) to complete a medical review.
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Figure 4
Standard Medical Appeal Process
The physician submits
a request for services
on behalf of the
enrollee (preauthorization process).

APU upholds the
denial; the appeal goes
to TennCare’s Legal
Solutions Unit for
hearing preparation.

MCOs generally have
14 days to determine if
the service is medically
necessary.

KEPRO performs a
medical review, then
APU determines
whether the service is
medically necessary.

The MCO denies the
medical service and sends
the enrollee a Notice of
Adverse Benefit
Determination letter.

The MCO upholds the
denial, and the appeal
goes to TennCare's
APU.

The enrollee can appeal
the denial to TennCare
via telephone, email,
fax, or mail within 60
days of denial.

The MCO has an
opportunity to
reconsider its initial
decision.

TennCare sends the
enrollee a Notice of
Hearing letter, and
APU schedules the
administrative hearing.

APU reverses the
MCO’s denial; the
MCO has 72 hours to
authorize or provide
the service, the MCO
notifies the enrollee,
and TennCare resolves
the appeal.

An administrative law
judge makes the final
determination to deny
or allow the medical
service.

The appeal has reached
final resolution, and
TennCare resolves the
appeal.

LSU:

The Division of
TennCare’s Legal
Solutions Unit.
APU:
The Division of
TennCare’s Appeals
Processing Unit.
KEPRO: The Division of
TennCare contracts
with the Keystone Peer
Review Organization to
operate a call center and
complete medical
necessity reviews.

The MCO reverses the initial decision
and approves the medical service; the
MCO notifies the enrollee, and
TennCare resolves the appeal.

Source: Auditors created the flowchart based on discussions with Division of TennCare management.

From February 21, 2020, to April 1, 2021, TennCare received 6,018 medical service appeal
requests. See Table 7 for a breakdown of appeal resolutions.
Table 7
Medical Appeals Statistics for the Period February 21, 2020, to April 1, 2021
Totals
6,018
4,047
1,971
1,413
403
155

Total Appeal Requests Received
Denials Upheld by MCOs and Division
Denials Overturned in Favor of Enrollee
Overturned at MCO Reconsideration
Overturned by TennCare
Overturned by Administrative Hearing
Source: Appeals data provided by division management.
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Percentages
100%
67%
33%
23%
7%
3%

During the appeals process, the MCO or TennCare may discover new information
regarding the member’s medical necessity. According to the Managed Care Director, this new
information is generally the reason that MCOs and TennCare may overturn appeals.
Audit Conclusions
Audit Objective: Did division management ensure MCOs and division staff followed the
established appeal process for MCOs’ denials of medical services?
Conclusion:

Based on our review, division management ensured MCOs and division staff
followed the established appeal process.

Methodology to Achieve Objectives
To address our audit objective, including gaining an understanding of the medical appeals
process and obtaining an understanding of and assessing management’s design and
implementation of internal control as it relates to audit objectives 1 and 2, we interviewed division
management to obtain an understanding of relevant internal control and reviewed federal and state
documentation related to the requirements of the medical appeals process.
To assess the operating effectiveness of internal controls, we obtained a list of all medical appeals
made from February 21, 2020, to April 1, 2021, and compiled statistics on the number of appeals that
were denied and the number of appeals that were overturned in favor of the enrollee. We tested a
nonstatistical, random sample of 60 medical appeals that TennCare’s Appeals Processing Unit reversed
during the appeals process to determine whether staff had documented their justification for reversals.

MANAGEMENT’S CORRECTIVE ACTION OF OTHER PRIOR AUDIT FINDINGS
General Background
During our work, we reviewed policies and supporting documentation to determine if
management resolved the findings related to provider eligibility and information systems controls
noted in the 2018 performance audit report. Below, we summarize the deficiencies noted in the
2018 performance audit report and our previous recommendations, describe management’s
corrective actions, and provide the results of our current audit work. Furthermore, during this
audit, we identified a federal regulation requiring division management to report audit results to
the Centers for Medicare and Medicaid Services (CMS).
Provider Eligibility
According to Title 42, Code of Federal Regulations (CFR), Part 455, Section 450,
the State Medicaid agency must screen all initial applications, including
applications for a new practice location, and any applications received in response
to a re-enrollment or revalidation of enrollment request based on a categorical risk
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level of “limited,” “moderate,” or “high.” If a provider could fit within more than
one risk level described in this section, the highest level of screening is applicable.
Division of TennCare management uses the Provider Database Management System
(PDMS) to register and screen providers. When providers submit their registration applications, they
include provider license information and all other required information mandated by TennCare’s
State Plan,26 and TennCare’s Provider Services staff review and approve the applications.
Prior Audit Results
During the 2018 performance audit, we reported that


TennCare Provider Services management did not track registration processing times in
PDMS or develop a formal policy to track and approve provider applications; and



division management and the managed care organizations did not detect and terminate
potentially ineligible providers with missing, expired, inactive, revoked, or unknown
medical license numbers; deceased providers; or providers with invalid service addresses.

For provider registration processing, we recommended that management analyze
application processing times in order to develop policies that address the registration process. We
also recommended that these policies should include


procedures for meeting performance goals for prompt processing, and



procedures for regularly monitoring these processing times to ensure staff resolve
registration errors and promptly approve registrations.

Furthermore, for provider eligibility, we recommended that management implement a policy to
periodically identify and suspend providers with expired licenses, timely remove deceased providers
from the active provider files, and update its provider enrollment process to verify service addresses.
Current Audit Results
In response to our prior audit findings, management implemented two policies as corrective
actions to address the findings:


the Electronic Registration of Providers policy, which requires staff to process clean
applications within 30 days;27 and

26

A state plan is an agreement between the state and the federal government that describes how the state will
administer a federal program. The plan ensures the state complies with federal rules and regulations and may claim
federal matching dollars for program activities. For the TennCare program, management outlines member eligibility
requirements, benefits provided, and provider activities, among other matters.
27 In order for management to consider applications clean, provider applicants must ensure they submit accurate
information, such as a correct National Provider Identifier, a unique provider number required in administrative and
financial transactions adopted under the Health Insurance Portability and Accountability Act. Otherwise, PDMS will
return an error and send an email to the appropriate parties for correction. Once PDMS determines all information is
correct, the application is considered clean and ready for processing.
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the Provider Screening Requirements policy, which defines the risk areas promulgated
in 42 CFR 455.450 and describes the division’s screening procedures for providers
based on their risk level.

To verify provider service addresses, in May 2019 management implemented an automated
process to submit provider addresses to the managed care organizations for review to verify that
the providers’ service addresses are valid.
Information Systems Controls
Division management relies on information systems to support their critical business
functions, including member and provider information management, as well as claims and
premium payment processing. TennCare’s Information Systems Division is responsible for
systems development, operations, maintenance, and systems security. The Department of Finance
and Administration’s Strategic Technology Solutions establishes requirements and guidelines for
state agencies’ information systems, including system security controls.
Prior Audit Results
In the 2018 performance audit report, we noted that TennCare did not provide adequate
controls in certain areas and recommended that management should promptly develop and
implement internal controls in those areas to ensure compliance with applicable requirements and
perform ongoing monitoring activities to identify and correct future deficiencies that may occur.
Current Audit Results
We focused our audit work on TennCare’s information systems controls and operations of
its interChange system, including management’s measures to ensure the security, accuracy, and
reliability of its hardware and software.
Federal Reporting Requirements of Audit Results
Additionally, 42 CFR 431.428 describes the division’s annual reporting requirements to
the Centers for Medicare and Medicaid Services (CMS). For one requirement, division
management must submit “[the] existence or results of any audits, investigations or lawsuits that
impact the demonstration”28 in its annual CMS report.
Audit Conclusions
1. Audit Objective: Did division management effectively implement corrective action to resolve
the prior audit findings related to (1) provider registration processing times
and (2) detecting and terminating potentially ineligible providers and
verifying provider service addresses?
28

The TennCare waiver is also called a demonstration project. CMS approves demonstration projects to allow states
the flexibility to design and improve Medicaid programs to better serve the program’s members.
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Conclusion:

Based on our audit work, division management effectively implemented
corrective action to resolve both prior audit findings.

2. Audit Objective: As noted in the prior audit finding, did division management follow state
information systems security policies regarding information systems
controls?
Conclusion:

We determined that management addressed the prior audit finding by
following state information systems security policies regarding information
systems controls.

3. Audit Objective: Did division management report the Office of the Comptroller’s findings
from the 2018 performance report to CMS in its annual report?
Conclusion:

Once division management became aware of the requirement to report audit
findings to CMS, they submitted the 2018 performance audit findings via
email to CMS on May 18, 2021.

Methodologies to Achieve Objectives
To address our objectives, including obtaining an understanding of internal control and
assessing management’s design and implementation of internal control, we interviewed Provider
Services management to gain an understanding of the processes management used to track
provider registrations and verify provider license status based on the provider’s risk category, to
identify deceased providers, and to verify provider service addresses. We obtained a copy of
management’s Electronic Registration of Providers and Provider Screening Requirements policies
and the CMS Data Exchange System report. To determine if staff processed clean applications
within 30 days, we obtained and reviewed Provider Database Management System (PDMS)
reports. During our work on the fiscal year 2020 State of Tennessee Single Audit, we haphazardly
selected two providers from each managed care organization and reviewed their profiles in PDMS
to determine if the providers had valid service addresses.
Furthermore, we inquired with division leadership to determine if they reported the audit
results of the 2018 performance audit to the Centers for Medicare and Medicaid Services and
reviewed federal regulations regarding audit reporting requirements.
To obtain an understanding of relevant internal controls and assess management’s design,
implementation, and operating effectiveness of internal control as it relates to audit objectives 1
and 2, we interviewed management, performed walkthroughs, reviewed relevant policies and
procedures, and performed testwork of management’s control activities.

42

Appendices

APPENDIX 1
Internal Control Significant to the Audit Objectives
The U.S. Government Accountability Office’s Standards for Internal Control in the
Federal Government (Green Book) sets internal control standards for federal entities and serves
as best practice for non-federal government entities, including state and local government
agencies. As stated in the Green Book overview,29
Internal control is a process used by management to help an entity achieve its
objectives . . . Internal control helps an entity run its operations effectively and
efficiently; report reliable information about its operations; and comply with
applicable laws and regulations.
The Green Book’s standards are organized into five components of internal control: control
environment, risk assessment, control activities, information and communication, and monitoring.
In an effective system of internal control, these five components work together to help an entity
achieve its objectives. Each of the five components of internal control contains principles, which
are the requirements an entity should follow to establish an effective system of internal control.
We illustrate the five components and their underlying principles below:
Control Environment

Control Activities

Principle 1

Demonstrate Commitment to Integrity
and Ethical Values

Principle 10

Design Control Activities

Principle 2

Exercise Oversight Responsibility

Principle 11

Design Activities for the Information
System

Principle 12

Implement Control Activities

Principle 3
Principle 4
Principle 5

Establish Structure, Responsibility, and
Authority
Demonstrate Commitment to Competence
Enforce Accountability

Information and Communication

Risk Assessment
Principle 6
Principle 7
Principle 8
Principle 9

Define Objectives and Risk Tolerances
Identify, Analyze, and Respond to Risks
Assess Fraud Risk
Identify, Analyze, and Respond to
Change

Principle 13
Principle 14
Principle 15

Use Quality Information
Communicate Internally
Communicate Externally

Principle 16

Perform Monitoring Activities
Evaluate Issues and Remediate
Deficiencies

Monitoring
Principle 17

In compliance with generally accepted government auditing standards, we must determine
whether internal control is significant to our audit objectives. We base our determination of
significance on whether an entity’s internal control impacts our audit conclusion. In the following
matrix, we list our audit objectives, indicate whether internal control was significant to our audit
objectives, and identify which internal control components and underlying principles were
significant to those objectives.

29

For further information on the Green Book, please refer to https://www.gao.gov/greenbook/overview.
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Control Environment
Audit Objectives

Risk Assessment

Information &
Communication

Control Activities

Monitoring

Significance

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

1 How many children has division
management enrolled and served in the
Katie Beckett Program?

Yes

–

–

–

–

–

Yes

Yes

–

Yes

–

–

–

–

–

–

–

–

2 Does the state have health service options
for Katie Beckett children who reach their
18th birthday and age out of the program?

No

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

3 Did division management ensure telehealth
services addressed members’ healthcare
needs during the COVID-19 pandemic?

Yes

–

–

–

–

–

–

–

–

–

–

–

–

Yes

–

Yes

–

–

4 Did division management monitor the
number of infants born with NAS, as well
as the financial impact on the TennCare
program, to determine the effectiveness of
ongoing education and prevention
programs?

Yes

–

–

–

–

–

–

Yes

–

–

–

–

–

Yes

–

Yes

–

–

5 In an effort to achieve the objective of
supporting active recovery for severe opioid
dependence and addiction, did division
management and the MCOs increase the
BESMART provider network since 2017?

Yes

–

–

–

–

–

–

Yes

–

–

–

–

–

–

–

–

–

–

6 To ensure TennCare members had
continued access to care, did division
management have a reasonable plan to
complete member case conversions to
TEDS within a reasonable timeline?

No

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

7 Did division management and the
contractors ensure that systems accurately
transferred data from TEDS to interChange
and that interChange appropriately updated
the member information?

Yes

–

–

–

–

–

–

–

–

–

–

Yes

–

–

–

–

–

–

8 Is management’s member survey tool based
on a reasonable approach to assess
members’ satisfaction?

Yes

–

–

–

–

–

–

–

–

–

–

–

–

Yes

–

Yes

–

–
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Internal Control Components and Underlying Principles
Significant to the Audit Objectives
Control Environment

Risk Assessment

Information &
Communication

Control Activities

Monitoring

Audit Objectives

Significance

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

9 Is division management on track with
Project Iris in terms of estimated costs and
timeline?

Yes

–

–

–

–

–

Yes

Yes

–

Yes

Yes

–

Yes

–

–

–

–

–

10 Did the Office of Program Integrity comply
with federal requirements to conduct
preliminary investigations of any complaint
of Medicaid fraud or abuse it receives or
any questionable practices it identifies?

No

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

11 Did TennCare and MCO management
effectively implement corrective action to
resolve the prior audit finding related to
inadequate controls for home-delivered
services and provider billings, including
manual worker check-ins?

Yes

–

–

Yes

–

–

Yes

–

–

–

–

–

–

–

–

–

–

–

12 Did division management effectively
implement corrective action to resolve the
prior audit finding related to ineligible
members, such as members who have died,
were incarcerated, or have duplicate
recipient IDs?

Yes

–

–

–

–

–

–

–

–

–

Yes

–

Yes

–

–

–

–

Yes

13 Did division management ensure MCOs and
division staff followed the established
appeal process for MCOs’ denials of
medical services?

Yes

–

–

–

–

–

–

–

–

–

Yes

–

Yes

–

–

–

–

–

14 Did division management effectively
implement corrective action to resolve the
prior audit findings related to (1) provider
registration processing times and (2)
detecting and terminating potentially
ineligible providers and verifying provider
service addresses?

Yes

–

–

–

–

–

–

Yes

–

–

–

–

Yes

–

–

–

Yes

Yes

15 As noted in the prior audit finding, did
division management follow state
information systems security policies
regarding information systems controls?

Yes

–

–

–

–

–

–

–

–

–

–

Yes

–

–

–

–

–

–

16 Did division management report the Office
of the Comptroller’s findings from the 2018
performance report to CMS in its annual
report?

No

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–

–
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APPENDIX 2
Division of TennCare Operations
Deputy Commissioner/Director’s Direct Reports
The Long-Term Services and Supports Unit offers long-term services and supports to
individuals enrolled in TennCare. Long-term services and supports are medical and/or personal
care and supportive services needed by individuals who have lost some capacity to perform
activities that are essential to daily living. These activities include not only bathing, dressing,
eating, and toileting but also completing housework, preparing meals, taking medications,
shopping, and managing money. The unit also works with the Department of Intellectual and
Developmental Disabilities to administer the Employment and Community First CHOICES (ECF
CHOICES) program, which is a program for people of all ages who have an intellectual or
developmental disability.
The Medical Office provides medical direction for the TennCare program and oversees the
medical, pharmacy, and dental services delivered through a network of managed care
organizations (MCOs) and benefits managers. The office is involved in developing medical policy
and monitoring access to care, service quality, and health outcomes. The office also serves as the
focal point for provider education. This office also has the TennCare Member Medical Appeals
Unit that processes medical, pharmacy, and dental appeals.
The Legislative Affairs Office monitors legislation affecting TennCare by reviewing filed
legislation and coordinating activities of staff involved in the review and analysis of the legislation.
The Office of General Counsel provides TennCare’s legal counsel. This includes legal
oversight of the development, implementation, and monitoring of TennCare’s contracts for its
MCOs, contractors, grantees, subcontractors, and vendors. The office works with other staff to
ensure compliance with federal and state laws, regulations, court rulings, and consent decrees. The
office also assists in drafting TennCare rules and policies and is involved in legal proceedings
involving TennCare.
Chief Operating Officer’s Direct Reports
The Fiscal Division includes the accounting and
TennCare’s organizational chart is
budget personnel, purchasing, and health care informatics
on page 50.
functions.
It is also responsible for monitoring,
reviewing, and signing off on all contracts. A small team of employees from the Department of
Finance and Administration is responsible for processing and approving select invoices, refunds,
deposits, interunit journals, expense reports, travel authorizations, and reallocation journals, and
for distributing mail collected from the mail room.
The Information Systems Division is responsible for the Medicaid management
information system (known as interChange), which includes member eligibility and enrollment,
claims processing, data analysis, data reporting, and other related system functions. This division
also handles all of TennCare’s hardware, software, and system security needs through a
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combination of TennCare and Department of Finance and Administration, Strategic Technology
Solutions employees, and independent contractors.
Member Services leads TennCare’s application process, eligibility redeterminations and
terminations, and all other efforts involving TennCare’s members. Member Services also
processes TennCare member eligibility appeals.
Managed Care Operations is responsible for managing and overseeing TennCare’s MCOs.
The office negotiates the contracts with the MCOs, monitors contract compliance, and refines
MCO performance measures.
The Commissioner’s Designee Unit presides over contested case proceedings pursuant to
the Uniform Administrative Procedures Act (UAPA) and authors final orders or other dispositive
orders that accurately articulate the agency’s position on matters including, but not limited to,
Medicaid eligibility, long-term services and supports benefits, provider suspensions or
terminations, involuntary transfers of residents from Medicaid-certified nursing homes, and
declaratory order proceedings consistent with the requirements of the UAPA.
Deputy Director’s Direct Reports
The Strategic Planning and Innovation Group takes on new TennCare initiatives by serving
in a leadership role with special projects, taking these new initiatives and special projects to various
TennCare divisions, and helping these divisions develop long-term strategies to successfully
execute them.
The Policy Unit prepares program proposals for the federal Centers for Medicare and
Medicaid Services (CMS) for Medicaid waiver agreements, files appropriate rules to support
TennCare’s programs, files Medicaid State Plan amendments, conducts research and writes policy
statements to interpret programs, and submits reports required by the waiver agreements to CMS.
The Audit and Investigations Unit works with TennCare’s staff to evaluate internal controls
to ensure that assets are safeguarded, information is accurate and reliable, internal policies and
procedures as well as external laws and regulations are followed, resources are used efficiently,
operations and programs are carried out as designed, and prior audit findings are resolved.
In the Communications Office, the Public Affairs Office coordinates TennCare’s
communications with the General Assembly, other state agencies, healthcare associations,
advocates, members, and the news media.
Within Administration and Talent Management, the Administrative Services Office
coordinate employee relations by ensuring all employees are treated fairly and consistently. This
area also includes a Human Resources division, a Facilities Management division, and a Contract
and Asset Management division.
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Assistance From Other State Agencies
The Department of Commerce and Insurance’s TennCare Oversight Division protects the
public health and the integrity of the TennCare program by overseeing, examining, and monitoring
managed care organizations (MCOs) participating in the program. The division ensures that the
MCOs under contract with the state comply with statutory and contractual requirements relating
to their financial responsibility, stability, and integrity.
The Department of Children’s Services provides case management for children in state
custody and processes eligibility for children in foster care and children receiving adoption
assistance payments.
The Department of Health (TDH) provides a broad array of services for TennCare
members. TDH supports care coordination and referrals to health departments and primary care
doctors for well-child visits through TDH’s Community Health and Access Navigation in
Tennessee program. As part of the Oral Health Services agreement, TDH provides oral health
screening and treatments in health departments and community settings like schools. TDH also
provides general Medicaid eligibility and support services for all members who access care
through health departments. It also screens and processes presumptive eligibility for pregnant
women and individuals undergoing treatment for breast and cervical cancer. Tennessee’s Fetal
Infant Mortality Review Board and broader TDH/TennCare strategic partnerships supporting
women’s health and improving infant mortality is supported through an agreement between TDH
and TennCare. TDH’s division of Health Care Facilities serves as the State Survey Agency for
Nursing Facilities and other Medicaid facilities to meet federal requirements. TDH also provides
an immunization data feed to TennCare.
The Secretary of State reviews contested medical appeals decisions. The Department of
Education partners with TennCare on CoverKids outreach in an annual back-to-school campaign.
The Department of General Services provides centralized facilities management, contracting, and
printing of some member notices. The Department of Correction provides data on incarcerated
individuals. The Department of Human Resources provides centralized support to agencies to
administer employee compensation, payroll, benefits management, and a centralized job posting
database.
Department of Human Services (DHS) county offices provide in-person eligibility
assistance if needed. TennCare has an agreement with DHS for Vocational Rehabilitation (VR)
services for ECF CHOICES and Katie Beckett members. It is a no-cost agreement, but it
prescribes the roles and responsibilities of both VR and TennCare. The Comptroller of the
Treasury calculates payments to Federally Qualified Health Centers, Rural Health Clinics, and
Intermediate Care Facilities for Individuals with Intellectual Disabilities for TennCare. The
Comptroller’s Office also performs audits of various TennCare providers.
The Department of Intellectual and Developmental Disabilities (DIDD) serves TennCare
members with intellectual and developmental disabilities (I/DD) who receive services through a
1915(c) waiver. TennCare also contracts with DIDD to perform intake and certain quality-related
functions for ECF CHOICES. In the future, DIDD will perform contracted administrative and
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oversight functions across Medicaid I/DD programs and authorities, including with MCOs. DIDD
also manages Katie Beckett Part B and intake functions for Katie Beckett Part A. TennCare
contracts with the Department of Mental Health and Substance Abuse Services and DIDD to serve
as the state mental health and intellectual disabilities authorities, respectively, in the federally
required Pre-Admission Screen and Resident Review process.
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APPENDIX 3
Division of TennCare Organizational Chart
February 2021
Deputy
Commissioner/
Director

Chief Operating Officer

Deputy Director

Fiscal Division

Information
Systems Division

Strategic Planning
and Innovation
Group

Policy Unit

Member Services

Managed Care
Operations

Audit and
Investigations Unit

Communications
Office

Commissioner's
Designee Unit

Long‐Term Services and
Supports Unit

Administration and
Talent Management

Medical Office

Legislative Affairs Office

Source: Division of TennCare management.
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Office of General
Counsel

APPENDIX 4
Division Financial Information
Table 8
Fiscal Year 2020 Budget and Actual Expenditures and Revenues
Division of TennCare
Expenditures Payroll
Operational
Total
Revenues

State
Federal
Other
Total

FY 19–20 Recommended
Budget*
$
98,964,800
12,170,515,100
$12,269,479,900
$ 3,910,904,300
7,609,891,800
748,677,800
$12,269,479,900

FY 19–20 Actual
Expenditures and Revenues†
$
92,463,700
12,319,124,400
$12,411,588,100
$ 3,599,493,400
7,974,489,200
837,607,500
$12,411,588,100

* Source: Tennessee State Budget, Fiscal Year 2019–2020.
† Source: Tennessee State Budget, Fiscal Year 2021–2022 (Actual Expenditures and Revenues).

Table 9
Division of TennCare’s Fiscal Year 2020 Federal Expenditures
Federal Program
Medical Assistance Program (MAP)
MAP COVID Relief Funds
Children’s Health Insurance Program (CHIP)
CHIP COVID Relief Funds
Total
Source: Single Audit reports for fiscal year 2020.
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Federal Funds
Expended
$7,668,242,162
$ 332,006,967
$ 113,768,220
$
2,875,284
$8,116,892,633

APPENDIX 5
Katie Beckett Program Eligibility
TennCare Member Services does not automatically review all TennCare child applicants for
Katie Beckett eligibility. Therefore, when a parent submits a TennCare application for their child
in TennCare Connect, the Division of TennCare’s public-facing portal for the Tennessee Eligibility
Determination System (TEDS), they must indicate on the application if they are also applying for
the Katie Beckett program. Once the parent submits the application, TEDS will send a notification
to the Division of TennCare and Department of Intellectual and Developmental Disabilities
(DIDD) staff and will hold a Part B slot until the determination process is complete.
To enroll in the Katie Beckett program, a child must be both medically and financially
eligible. DIDD makes the medical eligibility determination for Part B, while the Division of
TennCare’s eligibility caseworker determines the financial eligibility. Although these two
agencies begin their reviews at the same time, the Division of TennCare’s eligibility caseworker
cannot approve a child financially until the child is determined medically eligible. DIDD staff
determine Part B medical eligibility through a medical review called a pre-admission evaluation
(PAE). The PAE helps management determine the level of care the child needs by thoroughly
documenting the child’s medical, behavioral, and functional needs. The Division of TennCare
currently contracts with a third party to conduct the institutional level of care assessment. While
a child’s application is pending a financial and/or medical eligibility determination, the Division
of TennCare holds open a Part B slot for that child.
Medical Eligibility
Once DIDD staff receive notification of a new Katie Beckett application, they contact the
applicant to schedule the PAE assessment. Once they complete the assessment and collect all
necessary documents, DIDD staff make a level of care determination as to Part B. If DIDD staff
approve the Part B level of care, TennCare Member Services can complete the financial process
and enroll the applicant in Part B unless the applicant triggered or requested Part A. If DIDD staff
think the child qualifies for Part A or the child’s parent requests a Part A review, TEDS will
continue to hold the Part B slot while DIDD staff send a referral to Ascend, with whom Division
of TennCare management has contracted to complete the assessments for Part A.
Once Ascend receives the application, they contact the applicant and schedule a time to
complete an additional medical assessment. After they complete their assessment and collect all
necessary documents, an Ascend physician determines whether or not the child is eligible for Part
A benefits. If they find the applicant eligible, TennCare holds a Part A slot for the applicant, based
on priority, until the Division of TennCare staff determine the applicant’s financial eligibility. The
Division of TennCare Long-Term Services and Supports reviews and makes final determinations.
Financial Eligibility
When the parent submits the child’s application through TennCare Connect, TEDS
processes the provided information and determines whether the application requires the Division
of TennCare staff to manually verify the applicant’s financial information. Under normal
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circumstances, if TEDS requires manual verification, such as bank statements to verify income,
the eligibility caseworker requests additional information from the applicant and updates the case
based on the response. DIDD staff or an Ascend physician processes the child’s medical eligibility
first; once complete, TEDS will prompt the eligibility caseworker to process the child’s case to
determine financial eligibility. The eligibility caseworker reviews the member’s case for
household income and family size to ensure that the child does not qualify for Medicaid through
another eligibility category. For a child deemed eligible for Part A, TEDS will build a budget
using the household’s income and resources to determine if the parent must pay a premium. If the
parents must pay a premium, the Division of TennCare eligibility caseworker will not enroll the
child until they have made the payment.

53

APPENDIX 6
Division of TennCare Management’s Response to the COVID-19 Pandemic
During the COVID-19 pandemic, Division of TennCare management took several steps to
reduce a potential negative impact on providers and members, thereby allowing management to
continue to meet its mission of providing high-quality, cost-effective care to its members.
Additional Payments to Providers to Offset Lost Revenue
Primary Care
Management secured state and federal funding totaling approximately $15.8 million to
provide direct payments to TennCare primary care providers for services performed in January
2020 and February 2020. Management provided these payments to help providers offset the
reductions in Medicaid revenue due to canceled or postponed services during the pandemic. See
Table 10 for each MCO’s COVID-19 targeted payment distribution.
Table 10
COVID-19 Targeted MCO Payment Distribution for Primary Care Providers
Managed Care Organization
Amerigroup
BlueCare
UnitedHealthcare
Total

Total Distribution
$ 3,507,973
7,265,988
5,014,702
$15,788,633

Source: Division of TennCare management.

Nursing Facilities and Home- and Community-Based Services Providers
In addition to primary care providers, division management provided payment assistance
to nursing facilities and home- and community-based services (HCBS) providers to offset revenue
losses and pay additional funds to frontline workers. According to division management,
management paid an additional $120 million to nursing facilities during calendar year 2020. The
division offered temporary retainer payments30 to


Adult Day Care31 providers in the CHOICES32 program; and

30

Retainer payments are payments made to allow certain home- and community-based providers to bill and receive
payment for individuals enrolled in Medicaid even if the services cannot be provided during a public health
emergency.
31 Adult Day Care programs provide daytime programs for adults who need supervision when their caregivers are not
available.
32 TennCare’s CHOICES program includes nursing facility services and home- and community-based services for
adults 21 years of age and older with a physical disability and seniors (age 65 and older).
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Job Coaching,33 Supported Employment for Small Groups, Integrated Employment
Path, and Community Integration Support Services providers in the Employment and
Community First CHOICES34 program.

For the listed services, if the providers planned to serve TennCare members for the period
March 13, 2020, through May 12, 2021, but did not provide the actual or an alternative service to
the members due to the public health emergency, the providers could file claims to their MCOs to
obtain retainer payments. Division management set the retainer payment at 75% of the rate the
provider would have received for the actual delivery of services, but the provider had to agree to
pay their staff at the current wage or salary levels.
Division management paid a temporary rate increase to home- and community-based
services residential and personal care providers in the CHOICES program, ECF CHOICES
program, and the Section 1915(c) home- and community-based waivers operated by DIDD if the
providers agreed, by June 1, 2020, to the following:


The providers will restore wage and salary levels for currently employed staff to the
amount staff would have been paid prior to March 13, 2020.



If the provider laid off or furloughed staff, the provider must offer a return to work,
with the employees earning at least the amount of wages they were paid prior to the
public health emergency.



The providers must commit to providing services during and after the public health
emergency.

We found that, with the federal assistance it received and the flexibilities it authorized for
the providers, TennCare was able to continue providing services to members without disruptions
in services.
Furthermore, management stated that HCBS providers received a significantly higher addon payment if their workers served a member who was confirmed COVID-19 positive at home.
TennCare’s Provider Network – Pre- and Post-COVID-19 Pandemic Comparison
From March 2020 to February 2021, the MCOs’ networks of primary care and long-term
care providers saw both increases and decreases in provider locations in West, Middle, and East
Tennessee. However, we were unable to determine whether these fluctuations were due to
standard network changes or the COVID-19 pandemic. Additionally, we acknowledge that simple
physical location counts are not the only way to look at network adequacy because they do not
reflect how many patients the providers treat at each location.

33 Job coaching for Employment and Community First CHOICES members includes identifying, through job analysis,

and providing services and supports that assist the individual in maintaining individualized employment.
34 Employment and Community First CHOICES uses Medicaid managed care to provide home- and communitybased long-term services and supports for individuals with intellectual or developmental disabilities.
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APPENDIX 7
Fiscal Year 2020 Single Audit Findings
The 2020 Single Audit disclosed the following two findings:


As noted in the prior audit, TennCare management did not promptly address TennCare’s
Medicaid eligibility process deficiencies, resulting in $111,402 in federal and state
questioned costs (see page 54 of the Single Audit Report); and



Management should promptly address TennCare’s CoverKids eligibility process
deficiencies (see page 66 of the Single Audit Report).

As a result of our audit findings, we recommended that management develop an adequate plan to
work the conversion cases and eliminate the backlog, provide further training to eligibility
caseworkers, ensure the TEDS contractor’s system fixes operate as design, and update the
division’s annual risk assessment. Management concurred with both findings.

56

